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Colonel Byllesby didn’t know he was a pioneer..... 


It was before the turn of the century that 
young Henry Byllesby worked side by side 
with Tom Edison and George Westing- 
house. As they each contributed their great 
knowledge to design the first steam operated 
electric central station in the world, the 
farthest thought from Henry Byllesby’s 
mind was that someday he and Tom and 
George would be regarded as pioneers in 
electric power. It was therefore more than 


Pioneer Service & Engineering Co. 25: sours vasatze sr. 


coincidence that the company he founded 
in 1902 should later be aptly named, 
Pioneer Service and Engineering. This is 
but a tribute to the vision of a man who, 
with his company, contributed to making 
America the most powerful nation on earth. 
This year Pioneer takes pride in celebrating 
LIGHT’S DIAMOND JUBILEE and pauses a 
moment to respect the name of its founcer 
. . . Who didn’t know he was to be a pioneer. 
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There will be no semiannual 
index to Pustic UTILITIES 
ForTNIGHTLY for Volume 53, 
completed with the last issue 
(June 24th). Instead, a more 
detailed annual index will be 
prepared for publication at the 
end of the calendar year. 
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HEN THERE HAD to BE 


MORE POWER... 
America’s Electric Utilities Rose to| t} 


To help supply boilers for this additional power, F dit: 
B&W doubled its own manufacturing capacity and, § the 
as a glance at the map will show, was responsible FF firs 
during this period alone, for putting on the line § tim 
more than 250 individual steam generating units F) tric 


ntinuation of the nationwide farm electrification in utility power plants across the country. These §} der 
B&W Boilers alone have a capacity of more than Bat 


ogram, all demanded power in greater quantities 

an ever before. 110,000,000 lb of steam per hour, serving a capac: § 161 

nd the power that had to be produced was produced. ity of better than 13,000,000 kilowatts and a great 

; . , number of additional units are still being fabricated 

he magnitude of this accomplishment can best 44 erected 

e gauged by the estimated number of kilowatts 
29,500,000*—added to the nation’s service lines 

y both steam and hydro in the past four years. 
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hen the drums rolled for Korea in 1950, 
merica’s electric utilities were confronted, over- 
ght, with a tremendous demand for more power. 
astly expanded production needed for war, the 
quirements of a fast-growing population, and 


When there had to be more power, the nation’s 
electric utilities rose to the challenge... made ad- 
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the Challenge 


ditional kilowatts available when and where 
they were needed. As it has done since the very 
first days of the power industry, B&W will con- 
tinue its close cooperation with America’s elec- 
tric companies to help them meet the future 
demands of their great responsibility. The 
Babcock & Wilcox Company, Boiler Division, 
161 East 42nd Street, New York 17, N. Y. 


* Source: Edison Electric Institute 













BOILER 
DIVISION 





Alabama Power Co. 
Appalachian Elec. Pwr. Co. 
Arkansas Power & Light Co. 


Black Hills Power & Light Co. 

Braintree, Mass. Electric 
Light Dept. 

Burbank, Calif., City of 


Carolina Power & Light Co. 
Celina, O., Village of 
Central Illinois Public 
Service Co. 
Central Kansas Power Co. 
Central Louisiana Electric Co. 
Central Maine Power Co. 
Central Power & Light Co.(Texas) 
City Public Service Board, 
San Antonio, Tex. 
Cleveland Electric 
illuminating Co. 
Commonwealth Edison Co. 
Consolidated Edison Co. 
of N. Y. Inc. 
Con. Gas Elec. Lt. & Pwr. Co. 
of Baltimore 
Consumers Power Co. 
Consumers Public Power Dist. 


Dallas Power & Light Co. 
Derby, Conn. Gas & Electric Co. 
Detroit, City of 

Detroit Edison Co. 

Duquesne Light Co. 
Dyersburg, Tenn., City of 


East Palestine, O., City of 
Eastern Shore Public Service Co. 
El Paso Electric Co. 

Ephrata, Pa., Borough of 


Florida Power Corp. 


Georgia Power Co. 
Glendale, Calif., City of 
Grand Island, Neb., City of 
Gulf Power Co. 


Hartford Electric Light Co. 
Henderson, Ky., City of 
Herkimer, City of 

Houston Lighting & Power Co. 
Huntingburg, Ind., City of 


Imperial Irrigation Dist. 
Independence, Mo., City of 
Indiana & Michigan Electric Co. 
Indianapolis Power & Light Co. 
lola, Kan., City of 

lowa Electric Light & Power Co. 
lowa Power & Light Co. 

lowa Public Service Co. 
lowa-Southern Utilities Co. 


Jacksonville, Fla., City of 
Jersey Central Power & Light Co. 


Kansas City, City of 
Kentucky Utilities Co. 
Kinston, N. C., City of 


Lafayette, La., City of 

Lake Superior District Power Co. 
Lakeland, Fla., City of 
Lansing, Mich., City of 

Loup River Public Power Dist. 


MORE THAN 250 B&W BOILERS 
were put in service by these Utilities 
— 1950 to June 1954 


Mississippi Power Co. 

Mississippi Power & Light Co. 

Mississippi Valley Public 
Service Co. 

Missouri Public Service Co. 

Monongahela Power Company 

Montana-Dakota Utilities Co. 


Narragansett Electric Co. 

New England Power Co. 

New Orleans Public Service Co. 

New York City Board of 
Transportation 

New York State Elec. & Gas Corp. 

Niagara-Mohawk Power Corp. 

Northern Indiana Public 
Service Co. 

Northern States Power Co. 


Ohio Edison Co. 

Ohio Power Co. 

Oklahoma Gas & Electric Co. 
Omaha Public Power Dist. 
Owensboro, Ky., City of 


Pacific Gas & Electric Co. 
Pennsylvania Electric Co. 
Pennsylvania Power Co. 
Philadelphia Electric Co. 
Public Service Co. of Colorado 
Public Service Co. of New Mexico 
Public Service Co. of No. Illinois 
Public Service Co. of Oklahoma 
P. S. Div. of Commonwealth 
Ed. Co. 


Reading, O., City of 
Rockland Light & Power Co. 


St. Joseph Light & Power Co. 

Salt River Power District 

San Diego Gas & Electric Co. 

Southern Colorado Power Co. 

Southern Indiana Gas & 
Electric Co. 

Southern Utah Power Co. 

Southwestern Gas & Electric Co. 

Southwestern Public Service Co. 


Tallahassee, Fla., City of 
Tampa Electric Co. 
Taunton, Mass. Municipal 
Lighting Plant 
Tennessee Valley Authority 
Texas Electric Service Co. 
Texas Power & Light Co. 
Thomasville, Ga., City of 
Toledo Edison Company 
Troy, O., City of 
Tucson Gas, Elec. Lt. & Pwr. Co. 


Union Electric Co. of Missouri 
United Illuminating Co. 


Vineland, N. J., City of 
Virginia Electric & Power Co. 


Wellington, Kan., City of 

West Penn Power Co. 

West Texas Utilities Co. 
Wilson, N. C., Town of 
Wisconsin Power & Light Co. 
Wisconsin Public Service Corp. 
Worthington, Minn., City of 
Wyandoite, Mich., City of 
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high of the most challenging discussions 
of nineteenth century economic his- 
tory is a recent book published by the Uni- 
versity of Chicago Press, entitled Capi- 
talism and the Historians. It is the com- 
bined effort of a group of scholars or- 
ganized by Dr. F. A. Hayek. These in- 
clude Professor T. S. Ashton of the Lon- 
don School of Economics; Bertrand de 
Jouvenel, French publicist; and Professor 
W. H. Hutt of the University of Cape- 
town. 


Wuat these professors of economics 
are doing at this late date is an attempt 
to evaluate more accurately and less emo- 
tionally than the traditional muckraking 
school of liberal historians, the transition 
of British and American economy during 
the industrial revolution. Apparently Cap- 
italism suffered badly in the department 
of public relations and from the anti- 
capitalist bias of American historians. 


THESE professors find a general tend- 
ency to exaggerate the evils which char- 
acterized the factory system. They have 
succeeded in popularizing the myth that 
the rise of the capitalist industrial system 
was accompanied by a deterioration in the 
living standards of the working class. 
This is a myth which, in Dr. Hayek’s 
view, is largely responsible for the “wide- 
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HAROLD BRAYMAN. 


with the Codlitors 
















spread emotional aversion to ‘Capital- 
ism’”” among the liberals, intelligentsia, 
and reformers generally. 


ACTUALLY, the industrial revolution 
and its more recent refinements of mass 
production have raised the living standard 
of the workingman to a peak never equaled 
in any other form of society. Admittedly, 
there were contributing factors, including 
government regulation and social reform 
legislation. But no amount of reform legis- 
lation or government regulation could 
give the workers or the housewife the ac- 
tual leisure hours which resulted from 
mass production and the distribution of ap- 
pliances and other labor-saving devices of 
modern living. It is one of the ironies of 
our modern, highly mechanized civiliza- 
tion that the very forces which organized 
the production techniques for modern liv- 
ing are often given the least amount of 
credit. 


ie this issue we have an able exponent of 
the viewpoint that the businessman is 
the true liberal of modern society. Fur- 
ther, it is the businessman’s responsibility 
to speak up in defense of the business or- 
ganization, without which modern society 
would be in a very primitive state indeed. 
The author of the article “Public Rela- 
tions Techniques,” which begins on page 
9, is HARoLpD BrayMAN, director of the 
public relations department of E. I. du 
Pont de Nemours & Company, Inc. He is 
a graduate of Cornell University (AB). 
Prior to joining the Du Pont organization, 
Mr. BRAYMAN was a veteran Washing- 
ton correspondent for New York and 
Philadelphia dailies. He was for a number 
of years head of the Washington bureau 
of the old Philadelphia Evening Ledger. 
He is a former president of the National 
Press Club of Washington, D. C., and 
Gridiron and Overseas Writers Club. 


* * *K * 








i the preceding issue of Pusiic UTILI- 
TIES FORTNIGHTLY there was a collec- 
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INVESTIGATIONS 

REPORTS 

FINANCING 

ACCOUNTING 

TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

CONSULTING & DESIGN ENGINEERING 
RATES 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 


At your request 
we will be pleased to send this new, illustrated booklet 
describing our consulting and design engineering services. 


Write Department E . 
20 Pine Street, New York 5, N. Y. 


Cpu Sent Gue. 


COMMONWEALTH ASSOCIATES INC. 


20 P ive Stree, New Yorks MY 
Sachin Mihipan — Whashinglon. DE. 
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tion of excerpts from opinions by state 


regulatory commissioners on the subject of © 


regulatory lag. These views were general- 
ly written in reaction to the article which 
appeared in our February 18th issue on the 
so-called “Alberta Plan” for amortizing 
losses, due to rate case delay, out of rates. 
The leading article in this issue is another 
collection of expert opinion on this sub- 
ject. Financial experts and economists 
generally feel that the so-called regulatory 
lag is an important problem, which needs 
careful attention from public authorities. 


* * * * 


Ww the spotlight of international at- 
tention on Latin America, those in- 
terested in public utilities will find the 2- 
part article by HERBERT BratTTER, finan- 
cial and economic writer, of special inter- 
est. Part I of this article, entitled “Utili- 
ties’ Future in Latin America,” begins on 
page 18. What has happened to United 
States and other “foreign” dollars in- 
vested below the Rio Grande or south of 
the Panama Canal in public utility enter- 
prises? 


Mr. Bratrer has considerable back- 
ground on foreign economics and invest- 
ments. He served as statistician for the 
Chinese government in Shanghai from 
1921 to 1923, and as manager of the 
Buenos Aires branch of the Export Ad- 
vertising Agency from 1925 to 1927. 
From 1929 to 1935 he was chief business 
specialist for the United States Commerce 
and Treasury departments, assigned to the 
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PAGES WITH THE EDITORS (Continued) 





embassy at Tokyo. Mr. BratTer has also 
frequently written for Banking, Nation’s 
Business, Barron's, The Annalist, and 
other business and economic publications. 


* 





* * * 





cig from our practice in former 
years, there will be no semiannual 
index of Pusiic UTILITIES FORTNIGHTLY, 
Volume 53 of which was completed with 
our issue of June 24th. Instead, the edi- 
tors and publishers are working on a more 
detailed annual index which, it is believed, 
the subscribers will find much more use- 
ful. This will be issued at the conclusion 
of the calendar year. Further information 
will be available concerning it at that time. 


* * * x 


|. a the important decisions pre- 
printed from Public Utilities Reports 
in the back of this number, may be found 
the following: 


THE Colorado commission, in consider- 
ing the utility status of an electric gen- 
erating company, discusses the company’s 
charter powers as affecting that status. 
(See page 97.) 






INSURANCE premiums on policies on the 
life of a transit company’s sole stock- 
holder, required by and payable to a bank 
which permitted the company to borrow 
money on the strength of the stockholder’s 
indorsement of company notes, is not a 
proper expense for rate-making purposes, 
according to the Massachusetts depart- 
ment. (See page 108.) 


THE New York commission authorizes 
a gas company to serve additional space- 
heating customers with manufactured gas 
in view of the large reserve production 
capacity of the company’s plants and the 
number of applications for heating service 
on file. (See page 114.) 


THE next number of this magazine will 
be out July 22nd. 


Z, Gite 
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0 top-level planners 


who want to know more 


about electronic systems: 


Here’s a practical way to learn the business end of electronic 
data processing and to evaluate computing systems in the light of your 
particular requirements. 


Let Univac solve a complex data-processing problem for you on a service- 
fee basis. The more complex the problem, the more impressed you will 
be by the speed and economy of this world-famous electronic system. 


Remington Rand methods engineers will review the entire operation with 
you and program Univac for maximum efficiency in handling your work. 


With substantial savings in time and money, Univac will give you exactly 
the solution you want. You'll see for yourself what so many firms have 
proved — that for most volume business operations an electronic system 
is not only remarkably faster, but far more economical, more flexible, and 
more accurate than any other method. 


We also remind you that your key men can gain an overall knowledge 
of electronic data processing by attending our regularly-scheduled training 
courses in electronic methods. The courses stress commercial applications. 


For information on the Univac Electronic Computing Center and executive 
training courses write us on your business letterhead. 


Memington. Fland 


Electronic Computer Dept., Room 1766, 315 Fourth Avenue, New York 10. 





UNIVAG 


ELECTRONIC DATA-PROCESSING SYSTEM 


a profit-building business tool, 
an invaluable aid to long-range planning. 














Coming IN THE NEXT ISSUE 
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ELECTRIC COMPANIES HAVE EYES ON THE FUTURE 


It is an interesting commentary on modern civilization when radios represent 98 per 
cent saturation and television 63 per cent saturation, while vacuum cleaners repre- 
sent only 60 per cent and other essential household and kitchen appliances even less. 
A. Bryan Marvin of the press relations and public information department of Con- 
solidated Edison Company of New York, Inc., gives us a thought-provoking account 
of the relative growth of various appliance distribution in the metropolitan areas. 
He tells what steps the electric industry is taking to anticipate and provide for the 
changes in America's living habits. 


PLANNED DEVELOPMENT OF PUBLIC AIRPORTS 


It has been almost a decade since the commercial aviation industry and government 
regulatory authorities came to practical grips with a comprehensive plan for develop- 
ing a national system of public airports. What has happened since the National Air- 
port Plan was authorized in 1946? J. C. D. Blaine, associate professor of business 
administration of North Carolina University School of Business Administration, has 
made a careful anaylsis of progress to date under this plan, including new airports 
and improvements to existing airports. Annual revision, based on 3-year forecasts, 
has given the plan a high degree of flexibility, so as to make the necessary adjustments 
for changing political and economic conditions. 


UTILITIES’ FUTURE IN LATIN AMERICA. PART II. 


Over the long range, as well as the short range, the history and outlook for economic 
stability in Latin America present a picture of uncertainty if not confusion for the 
foreign investor. During the past few weeks the spotlight of international attention 
has once more turned to Central America. There differences arising out of the 
expropriation by the native governments of property and holdings of United States 
investors are at least a substantial factor in the Guatemala outbreak and the uneasi- 
ness in neighboring Honduras and Nicaragua. Those interested in Latin American 
public utilities will find their second instalment of a 2-part article by Herbert Bratter, 
financial and economic writer, worth-while reading. What is the philosophy behind 
the steady increase in nationalistic sentiment so critical of foreign investment? Could 
our own government's international and monetary policies be an influence? 
















* 





Al Po Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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GAMBLING OV RATES? 
























You may be Josing important rate revenues if your rate structure is based on 
incomplete figures. You can get complete, accurate, swift analyses of all your 
billings via the R & S exclusive ‘““Multi Frequency Tabulator.”’ When R & S ana- 
lyzes your billings you are insured against the hazards of these highly dangerous 
methods— 


@ rates developed from “sampling” analyses of 2 or 3 months 
billing and weighted for the balance of the year 


@ rates arrived at through meter book studies, again, on a 
sampling basis 


@ rates predicated upon random sampling of “typical” cus- 
tomer billings over a short or long term 


None of these methods can be depended upon to reveal a true picture—the R & S 
method can. 


The cost of this service can be recaptured a thousand fold with properly designed 
rate structures that produce the required revenue and at the same time stimulate 
consumption. The insurance that your rates 
reflect the true picture of consumption is 
worth the cost alone! 





There is no charge for consultation with 
R & S--ask for an estimate of the cost of an 
analysis of your billings—try the service—it 
will prove its worth aimost immediately! 





RECORDING & STATISTICAL CORPORATION 


“your way to better controls” 
100 Sixth Avenue, NewYork 13, N.Y. 
WOrth 6-2700 















CEaukde CEuke 


“There never was in the world two opinions alike.” 
—MonTAIGNE 





HERBERT HOoveER “The mass force for reducing expenditures has about 
Former President of the power of goose feathers.” 
the United States, 
> 


WiLL1AM RanDoLpH HEarst “When union rules interfere with the creation of 
Late publisher. wealth they interfere with the welfare of labor as much 
as they interfere with the welfare of capital.” 


> 


CRAWFORD H. GREENEWALT “Under present tax laws, the unfortunate fact is that 
President, E. 1. du Pont de the number of people who can afford to invest in new 
Nemours & Company, Inc. and risky ventures is dwindling continually.” 


> 


CourtTNEy C. Brown “It has long been recognized among economists that 
Dean, Graduate School of Business, _ the price of a growing and dynamic business world is 
Columbia University. occasional adjustment to bring the assignment of pro- 
ductive resources into alignment with the pattern of 
wants, and to spur the achievement of greater efficiency 

on the part of individual business operations.” 


> 


RowLanp R. HuGHEs “A point I wish strongly to emphasize is that this 
Director, Bureau of the Budget. fiscal and budget task is one which requires teamwork. 
There are three distinct parties to it: the administration, 
ef course; the Congress, definitely ; but the public—the 
citizen—is equally important. How much can be done 
by the administration and the Congress is primarily de- 

pendent upon the support of public opinion.” 


> 


Excerpt from National City Bank’s “The question for government policy is not only what 
Monthly Letter. to do in a recession but when. If the government should, 
by inflationary fiscal and credit policies, attempt to fore- 
stall all downward business adjustments, the outcome 
could hardly be anything except chronic inflation and 
perpetuation of the imbalances and injustices of an in- 
flationary economy. In other words, it is wise for gov- 
ernment to give natural readjustments some time and 
opportunity to work.” 


¥ 


EDITORIAL STATEMENT “Statistics only record what has happened. They can- 
Human Events. not record what will happen. If the statistics are read 
in relation to some general principle—some immutable 
law—then they can help one to predict. This is what is 
called in logic the ‘deductive method’— reasoning from 
a general principle which has been proven from experi- 
ence. But, modern economists reject immutable law— 
‘there ain’t no absolutes,’ they say. Politics, they main- 
tain, can twist economics this way or that, according to 
plan, and natural law has nothing to do with it. Rejecting 
natural law in economics leaves them with nothing but 
statistics to go by.” 
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Public Utility Transportation Developments 


GO WHITE 3000! 


WHEN there is a new transportation de- 
velopment introduced in public utility 
service, the efficiency and economy 
standard is, of course, the White 3000. 

The functional design, the weight dis- 
tribution and the maneuverability of the 
White 3000 make it ideal for every kind 
of body... all applications. 

Get all the efficiency engineered into 
your specialized transportation jobs with 
the White 3000—Tomorrow’s Truck for 
today’s specialized utility requirements. 





NEW WHITE 3000 IN COLUMBUS! 


COLUMBUS and SOUTHERN OHIO ELECTRIC CO., 

White user for years, now has these new White 3000's 

2 with “A” Frame pole-setting derricks. They are Model 

ev. With the patented ‘a 3020 Whites with 127 Y2-inch wheelbase, 9.00 x 20 tires, 

eee ; and White Mustang Engines. They have a new heavy- 

safety power-lift cab , : duty power-operated hydraulic derrick with an opera- 

—hhh—h—h— ting range of 195° and ability to load up to 5,000 
: : lbs. on body with derrick. 


—_— ee ee et et ee ee ee ed ee ee ee ee ee ee ee ee ee ee 


“Jooo™ oe” =—Ss THE WHITE MOTOR COMPANY 


— y Cleveland 1, Ohio 


MORE THAN 50 YEARS THE GREATEST NAME IN TRUCKS 





REMARKABLE REMARKS—( Continued) 


Henry B. Du Pont 
Vice president, E. I, du Pont 
de Nemours & Company, Inc. 


Hartow H, CurrtIce 
President, General Motors 
Corporation. 


DwicHuTt D. EISENHOWER 


President of the United States. 


Excerpt from Clients’ Service 
Bulletin, The American Appraisal 
Company. 


Erwin D. CANHAM 


Editor, Christian Science Monitor. 


Wayne A. JOHNSTON 
President, Illinois Central 
Railroad. 


BENJAMIN F, Farr_ess 
Chairman of the board, United 
States Steel Corporation. 


“In the complex and tightly integrated world of to- 
day ... it seems that there is no segment of society that 
is not, in some way or another, affected by world prob- 
lems.” 


* 


“TAmid talk of] depression, recession, readjustment, 
or what have you [consumers] have been cheerfully 
treating the present for what it is—a period of unusual 
prosperity.” 

* 


“You can do nothing positive in a campaign unless 
you have a firm base from which to start. In the same 
way, the United States can do nothing positive in the 
form of leading the world toward co-operative security, 
unless it is firm and confident at home.” 


& 


“There is still a need, of course, for business to help 
the customer recognize and develop his unspoken (some- 
times, even, unthought of) desires. It will always remain 
a primary duty and responsibility, in the America of 
free enterprise at least, for the businessman to guide and 
lead his customers. Thus to intelligently serve his cus- 
tomers: Yes. To push them: No.” 


* 


“It is self-evident that we are going through an alto- 
gether crucial testing time. The test, of course, is wheth- 
er American business leadership uses wisely, with so- 
cial responsibility and balance, its present opportunity 
to prove to Americans and to the world that they can 
solve their problems better in a free economic system 
than in any other.” 


¥ 


“Our enemies in the world denounce profits as evil. 
Yet the profit system is at the heart of all that we are, 
all that we have. Our good fortune in America can be 
traced to our fertile soil, our deep mines, the discoveries 
of our scientists, and the quick minds of our inventors. 
But it also has to be traced to something more, and that 
is the factor the Romans called ‘profectus,’ meaning 
to progress, to profit. That’s right, profit and progress 
come from the same root word. They grow from one 
seed, the seed that grows into jobs, homes, food, and 
happiness for all of us. So let us tell the profit-system 
story, and tell it with all the fidelity and all the integrity 
we can command.” 

> 


“America today is undergoing that difficult, and some- 
times dangerous, transition from war to a peacetime 
economy, and all of us are closely watching every eco- 
nomic index that records a change in business activity. 
But prosperity, unfortunately, is not a mere statistic. It 
is primarily a state of mind; and if we permit anything 
or anybody to destroy the confidence of the American 
people, or to undermine their faith in the future, neither 
we nor the government can prevent a depression. And 
that is why I believe that those who are exaggerating 
and distorting this very minor decline in the level of 
our prosperity are plaving a dangerous game that can 
never be worth the candle—-no matter how helpful this 
tactic might prove in advancing their private political 
fortunes.” 
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IDAHO RIVERS YIELD HARVEST OF POWER 


n here are just two of the six hydroelectric stations Idaho 
er Company has built since 1947. These six plants have a 
ity of 277,000 kw, bringing the company’s total power 
ly to 374,375 kw. 

ured in kilowatts, the output of these plants is impressive. 
ured in human benefits, their value is even more apparent— 
power for homes, for industrial plants, for business, for 
s. These projects have meant new farms too, for they have 
pd add 145,000 acres of irrigated land to the fertile Snake 
Valley in Southern Idaho and Eastern Oregon. 


, truly, is progress through power—power produced and 
nistered productively and purposefully, for the good of both 
unity and country. Ebasco takes great pride in having been 
ped by Idaho Power Company to handle the complete design 
ne of each of these P wqgocts. Area served by Idaho Power Company showing 
p's wide range of services are described in our booklet, ‘The Inside Story the locations of the principal hydro developments 
ide Help.’ May we send you a copy? Write or phone—Ebasco Services the company has built to serve the power needs 
Dept. W, Two Rector St., New York 6, N. Y. of the Snake River Valley. 


ae 


i i sis 


BLISS HYDROELECTRIC DEVELOPMENT on the Snak 
River near Gooding, Idaho, was completed in 1950, has a generat- 
ing capacity of 80,000 kilowatts. : 

* CONS Tr 


Rv 
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NEW YORK ¢ CHICAGO * WASHINGTON, D. C. 


Appraisal * Budget ¢ Business Studies 

Consulting Engineering ¢ Design & Construction « Financial 
industrial Relations * Inspection & Expediting * Insurance, 
Pensions & Safety * Purchasing ¢ Rates & Pricing 

sta Research ¢ Sales & Public Relations * Space Planning 
LOWER SALMON PLANT went into service in 1948 and now a eS ne 
provides Idaho with 68,000 kw of electric power. Idaho Power ’ 

Company has spent 100 million dollars since 1945 on new generat- Cbacco Feamwoth fod inge done 


ing, distribution and service facilities. angwhete en The world 
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e thought carrie 








He always knew carrier 
could save him money. 


But wouldn't it be too 





complicated for his men 


to install and maintain? 
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ewould be complicated! 





e has just installed his first Lenkurt 


carrier. Now he knows how easy it 





H 
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0 enjoy carrier’s economies! 


ike many other communications men, he 
been putting off buying carrier—simply 
ause it was unfamiliar “‘electronic” equip- 
nt. Then he heard about our ‘‘Follow- 
” Engineering Service, and asked us for 
ailed recommendations. Following these 
mmendations, he selected a short-haul 
33A System. 


ack-assembled and system-tested, his 
ipment was ready for installation on de- 
ry. His men simply followed complete, 
rly illustrated, easy-to-understand 
ructions. After uncrating the carrier rack, 

bolted it to the floor—hooked up line, 
e termination, power, and ground con- 


ions—and cut it in. Installation was sim- 


ple as that! And similarly simple instructions 
will make it easy for his men to keep Lenkurt 


carrier in regular service. 


Service as long as you want it! 
Each step of the way—at installation or at 
any time during the life of the equipment— 
we.stand ready to assure that your Lenkurt 
System will work right! You can expect—and 
you will get—years of completely satisfactory 
operation from Type 33A Carrier with no 


more than routine maintenance. 


Why not write now and learn the easy 
way—the Lenkurt way—to real savings 


through carrier? 





Sp ELECTRIC 
AUTOMATIC Ry ELECTRIC 


® 
Makers of Telephone, Signaling and Communication Apparatus . . . Electrical Engineers, Designers and Consultants 


Distributor in U.S. and Possessions: 
Automatic Electric Sales Corporation . . . 1033 West Van Buren Street, Chicago 7, U.S.A. 
In Canada: Automatic Electric Sales (Canada) Limited, 185 Bartley Drive, Toronto 16, Ontario 
Export Distributors: International Automatic Electric Corporation, Chicago 


OMATIC ELECTRIC —LEADERS IN CARRIER COMMUNICATION —LENKURT 
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mina ‘anins _ PROCEEDINGS 
1953 CONVENTION 


NEW YORK CITY 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 


The new report on the Railroad Passenger Deficit Problem—Regulation of Small Inde- 
pendent Telephone Companies—The Motor Carrier Indemnity Insurance Problem—The 
State Commissions and the Federal Power Commission—Should the Long and Short 
Haul Provision of Section 4 be Included in Part Il of the Interstate Commerce Act or 
Has it Outlived its Usefulness—State Commission Reorganization and Administration 
—The Promise and Problems of Nuclear Power—Accounts and Statistics—Depreciation 
—Engineering—Legislation—Resolutions adopted by the Association. 


Price $1.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Local Service Telephone Rates in the U. S.: 
An excellent compilation of rates prepared by NARUC subcommittee on “exchange rates” 
for all exchanges of Bell System, the rates in cities of fifty thousand population or more 
for Bell and Independent Exchanges, rates of borrowers from R.E.A. and tabulation of 
above exchanges which had ten cent coin telephone rate in effect June 30, 1953. 200 pages, 
punched for use in loose leaf binder 


Message Toll Telephone Rates and Disparities: 
This report of the NARUC-FCC Joint Toll Rate Subcommittee is in printed form with 
hard-bound cover and contains 400 pages of text, tables and charts, presenting compre- 
hensive factual data with respect to message toll telephone service rates, costs and 
disparities from both the interstate and intrastate approach $6.50 


Telephone Separations Manual with 1952 Addendum 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
326 pages, paper bound 

(1946) Methods of Pricing Retirements from Group Property Accounts 

(1948) Letter Symbols for Mathematics of Depreciation 

(1948) Half Cycle Methods of Estimating Service Life 

(1950) Remaining Life Basis of Accounting for Depreciation 

(1953) Report of Committee on Depreciation 

interpretations of Uniform System of Accounts for Electric Utilities 

Cases Nos. 45 to 119 (1938 to 1953) 

Interpretations of Uniform System of Accounts for Gas Utilities 

Cases Nos. 1 to 80 (1938 to 1953) 

Interpretations of Uniform System of Accounts for Water Utilities 

Cases Nos. 1 to 65 (1938 to 1953) 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
WASHINGTON 4, D. C. 











P. O. we 684 
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THIS IS 
JULY! 





EASY TO EXPAND your power use 
because you are served from a great 
pool of power, now being increased to 
care for all of your future needs. 


OHIO EDISON COMPANY 


And this is the SPECIAL ADVANTAGE STICKER 
which d of comp 
on the front cover of Electrified Industry. —> 


Pass to 





are using this month 





Tue SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
ity. . Instant Starts ... Economy .. . Reli- 
ability . . Cleanliness . . . Good Regulation 
§... Ability to take Overloads . . . and the 
Cooperation and Advice on Electrical Prob- 
lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 
Hroute your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
have Reddy Kilowatt remind the readers that 
electric power is their willing servant. 











Power salesmen make friends for your 
companies and add to your “net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 
properly used, is worth many times its cost. 


They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contact 
and increase the net revenue of the utilities. 


ELECTRIFIED INDUSTRY ~ Todays Bisimess 


Martin Publications —20 No. Wacker Dr., Chicago 6 
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COMBINATION MECHANICAL COLLECTOR 


FOLLOWED BY COTTRELL PRECIPITATOR 
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Advantages of the 














for recovering solids from stack, 
gases in public utility operatio 


Tc control and recovery of fly ash from stack gases has always 
been a troublesome problem in public utility operations. With the develop- 
ment of the CMP unit by Western Precipitation Corporation, new economy 
and efficiency in the solution of fly ash problems are now possible. 


Almost a half century ago Western Precipitation 
pioneered the first commercial application of the 
now-famous Cottrell Electrical Precipitator to re- 
cover suspensions electrically, and this equipment 
is still unsurpassed in its field. 

Subsequently, to provide efficient fly ash recovery 
for low cost installations, Western Precipitation also 
pioneered the first small tube mechanical recovery 
unit — the Multiclone Collector — and this unit 
promptly gained widespread recognition for the 
new efficiencies it brought to mechanical recovery 
processes. 

Combination Multiclone-Precipitator Unit. From 
these years of experience gained in both Cottrell 
and Multiclone installations, Western Precipitation 
recently offered another new development — the 
CMP Unit — a unit that combines in one compact 
installation many of the best features of both elec- 
trical and mechanical recovery methods. 

In a typical CMP Unit, the stack gases first pass 
through a Multiclone section where the heavier 
materials are removed mechanically. 

The partially-cleaned gases then pass through a 
Cottrell section where the very small particles are 
removed electrically. 

This arrangement offers several advantages im- 
portant to public utilities. Removing the heavier 
particles by the Multiclone process permits the 
bulk of the recovery operation to be performed 


This unique background of ex- 
perience in the solution of fly 
ash recovery problems is avail- 
able from our office nearest you. 
May we give you more complete 
details? 


DESIGNERS 
COLLECTION 





AND 
OF SUSPENDED MATERIALS FROM GASES & Lig 


Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFOR 


Chrysler Bldg., New York 17 e 1 N. La Salle St. Bldg., Chicago 2 ¢ 1429 Peachtree St. N.E., A 
Hobart Bldg., ‘San Francisco 4 e Precipitation Co. of Canada, Ltd., Dominion. Sq. Bldg., Me 


with relatively low-cost equipment. Using a Cott 
for the final clean-up insures unusually high 
covery efficiency — approaching theoretically | 
fect, if desired. Thus, the CMP combines 
recovery efficiency with low total cost .. . and 
shown in the chart above, has the further ad 
tage that the efficiency curve of the Multicl 
portion complements that of the Cottrell port 
— therefore the overall CMP efficiency rema 
practically uniform at all boiler loads. 


At low boiler loads the recovery efficiency of 
the Cottrell is highest, while that of the Mulfi- 
clone reaches its maximum at high boiler loads. | 
But, by combining the two types of equipment/ 
into a single CMP unit, the efficiency curve) 
remains almost flat whether the boiler load is; 
low or high. 


With CMP equipment, even small utility o 


panies can now afford adequate fly ash recov 


However, it is important to remember that |! 
benefit of the CMP principle can be obtained 0 
by a proper balance between the mechanical 

electrical sections to fit the individual requirem 
of each individual installation. And no organiza! 
is better equipped to provide this critical “kat 
how” than the organization that provides integré 
cn gg for Cottrell, Multiclone and qd 
methods... the Western Precipitation Corporat 


Western Precipitation Corporati 


MANUFACTURERS OF EQUIPMENT 
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Never before in history has there been a truck engine like 
this! The new Dodge truck Power-Dome V-8 gets full power 
from regular gas, offers more miles to the gallon, operates at 
higher efficiency than any other mass-produced V-8! See 
your dependable Dodge truck dealer today! 


Features of the future... found only in Dodge today! 


A BETTER DEAL 
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Exclusive V-8 Power- 
Dome Combustion! 
Unique dome-shaped 
heart of the Dodge 
truck V-8 develops 
more energy, expands 
gases more fully, 


wrings more power % 


from every drop 
of fuel! Means top 
power now and for 
years to come! 


FOR THE 


Thrifty-powered Dodge 
truck 6's, too! 


Famous-for-economy 


6’s also are found « 


throughout the Dodge 
truck line. Twin 
carburetion and in- 


creased horsepower Hees eX) 


on many Dodge truck 
Sixes! Known every- 
where for depend- 
ability. 

















Twofold Benefits From The 


Analysts Journal 


7, Xts timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you oa 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 








2 Its advertising pages provide a means of putting your story 


even 




















across to the Analysts. There is no more direct and effec- y 
tive way to contact this influential group of investment he I 
specialists than to advertise in their own quarterly Journal. by 
i Nev 
To Keep Abreast of Investment Markets ad 
e ( 
READ THE ANALYSTS JOURNAL Gra 
by J 
é reati 
by | 
To Keep Investment Markets Abreast of Y our Company uttin; 
by F 
ADVERTISE IN THE ANALYSTS JOURNAL Mhe N 
: by F 

PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS : 
ractic 
by Ji 
THE ANALYSTS JOURNAL % A 
20 Broad Street, Room #908 Hy 
New York 5, N. Y. _— 
ew Li 
Gentlemen: ied 
(0 Please enter my subscription for one year at the subscription rate of iagare 
$5.00—United States; $5.50—Canada, Priv 
by He 


(1 Please send me your advertising brochure. 





affic 
Answ 
EG USE Fost HG mise Gate hier Sen Stisin oF eNOS EES GM oR eh a Naas mero a tee eeeses by Ge 


ices for 
icles, 
Repri1 
Trt Vir CREAR SL PDReEaeah eee TS eee eee ee eee eT ee ee Ee ere eS ee Pe Pee Ss a ee nsey } 
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REPRINTS 


of Feature Articles in 


PUBLIC 
UTILITIES 
FORTNIGHTLY 





eign of feature articles in recent issues of PUBLIC 
UTILITIES FORTNIGHTLY are listed here as a 
special service. 








seventy-five Years of Electric Light 
by H. S. Bennion, January 7, 1954 


! 
he Present Price Level is Here to Stay, 
by Paul W. McCracken, January 21, 1954 


New Look at Federal Power Policy 
by Clarence A. Davis, February 4, 1954 


e Challenge of the West Coast’s Dynamic 
Growth 
by Jane Eshleman Conant, February 18, 1954 


Creative Technique in Executive Development 
by Herbert H. Jacobs, February 18, 1954 


utting Human Relations Research to Work 
by Robert E. Schwab, March 4, 1954 


e Need for Recognizing Fair Value 
by Paul Grady, March 18, 1954 


racticalities in Rate Making Today 
supenee by Justin R. Whiting, April 1, 1954 


he Adjustment Clause, an Aid to Rate 
Regulation 
by Orrin S. Vogel, April 15, 1954 


ew Light on an Old Subject 
by David E. Goggin, April 15, 1954 


iagara Should Be Developed Through 
Private Enterprise 
by Homer E. Capehart, April 29, 1954 


raffic Crisis — Is Subsidized Parking the 
Answer ? 


by George W. Keith, April 29, 1954 





ices for the above, as well as for reprints of other 
icles, will be supplied promptly upon request. Write 
Reprint Department, Public Utilities Fortnightly, 
nsey Building, Washington 4, D. C. 
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AIR POLLUTION 



































Industry Must Keep Abreast 
Of Atmospheric Conditions 


If you’d like to know how to check weather over 
your plant... day in and day out . . . chances are our 
experience can help you. 


Bendix-Friez offers you all in one package, your 
own weather station for your own exact location. 
(The height of your stack, terrain, etc., make a big 
difference! ) 


Accurate, meteorological Bendix-Friez instruments 
tell you the temperature, humidity, windspeed and 
direction, precisely. 

Seventy-seven years of continuous manufacture 
of precision instruments stands behind your challenge 
to air pollution. 

Offered to you too, is all of Bendix-Friez experience 


with others that could guide you to the solution of 
your air pollution problem. Write today. 








HYGRO-THERMOGRAPH 

The leader in its field. Noted for 
precise accuracy and long-time 

dependability. Portable, easy to 

operate. Widely used in labora- 

tories, factories and offices. 


AEROVANE Indicates and records 
wind speed and direction. Recog- 
nized as ‘‘best all-purpose 
ade ae yet de- 
vised.” installed and 
easily sunhakeiaad 















BEAT 
THE 
HEAT 


When sidewalks sizzle and the mercury mounts un( 


a wilting summer sun, your transformer performance measures 


the narrow difference between economical Operation 


v 


plus dependable service, and costly outages and repairs. The 
steadily climbing cooling load thrusts new demands upon yo 
transformers . . . internal temperatures build up 


terrifically and are compounded by solar heat. That Jt 
of 

why summer is the season wher you appreciate more than ever 6 

Sra. 


plus performance you accept as the mark of Moloney. 


For all Moloney Transformers are built with a margin of sz 


that helps get your system over the hump. It is Nor 
and 
Pers 
Edis 
Indu 
familiar Moloney emblem... the mark that signifie® ,,,1;, 


designed in, built in, and is as integral a part of the unit as th 


years of building better transformers to meet the operating 


requirements of utilities in every kind of weather or conditio 
ug 


MOLONEY ELECTRIC COMPA 


Power Transformers « Distribution Transformers ¢ Step Voltage Regul 

Regulating Transformers « Load Ratio Control Transformers Unit Subst 

Network Transformers « Constant Current Transformers © Capaj 
Transformers For Electronics 


SALES OFFICES IN ALL PRINCIPAL CITIES © FACTORIES AT ST. LOUIS 20, MO. AND TORONTO, ONT., CA 
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P Thursday—8 Friday—9 Saturday—10 Sunday—11 

> Thal Inter-American Conference American Home Economics World Power Conference Pan American Congress on 





of Sanitary Engineering 

will be held, Sao Paulo, 

Brazil. July 25-31, Advance 
notice. 


Ey 


Association ends confer- 
ence, San Francisco, Cal. 


will hold sectional meeting, 
Rio de Janeiro, Brazil. July 
25-Aug. 10. Advance notice. 


Roads begins conference 
Caracas, Venezuela. 





Monday—12 


Northwest Electric Light 
and Power Association, 
Personnel Section, and 
Edison Electric Institute, 
Industrial Relations Com- 
si gnifi¢ mittee, begin joint meeting, 
Portland, Ore. 





it as th 


Tuesday—13 


Pan-American Federation 

of Engineering Societies 

will hold third convention, 

Sao Paulo, Brasil. Aug. 2- 
12. Advance notice. 


Wednesday—14 


Ohio Rural Electric Co- 

operatives will hold meet- 

ing, Columbus, Ohio. Aug. 
9, 10. Advance notice. 


Thursday—15 


North Dakota Association 

of Rural Electric and Tele- 

phone Co-ops begins meet- 
ing, Bismarck, N. D. 





ting 


Friday—16 


ynditio 
wd 
National Housewares and 

Home Appliances Exhibits 

PA end, Atlantic City, N. J. 


ye Regul 
it Subst 


Capar 





Saturday—17 


American Bar Association 

will hold annual meeting, 

Chicago, Ill. Aug. 15-20. 
Advance notice. 






Sunday—18 


Appalachian Gas Measure- 
ment Short Course will 
be held, West Virginia 
University, Morgantown, 
W. Va. Aug. 23-25. Ad- 


vance notice. 


Monday—19 


Western Summer Radio- 

Television and Appliance 

Market begins western mer- 

chandise mart, San Fran- 
cisco, Cal. 












Tuesday—20 






Western Electronic ‘Show 
bnd Convention will be held, 
Los Angeles, Cal. Aug. 25- 
27, Advance notice. 


oa 
















Wednesday—21 


Pacific Coast Gas Associa- 
tion will hold meeting, 
Vancouver, British Colum- 
bia, Canada. Sept. 8-10. 
Advance notice. 





Thursday—22 


Michigan Independent Tele- 
phone Association will hold 
annual convention, Grand 
Rapids, Mich. Sept. 9, 10. 
Advance notice. 





Friday—23 


Independent Natural Gas 
Association of America will 
hold annual meeting, New 
Orleans, La. Sept. 13, 14. 
Advance notice. 


Kea 























Modern Utility Offices 
Arkansas Power & Light Company’s general office building in Pine Bluff, Arkansas. 
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Financial Experts Look at 
Regulatory Lag 


In the preceding issue of Pustic UTILities FortNIGHTLY there was a collec- 
tion of excerpts from opinions by state regulatory commissioners on the 
subject of regulatory lag. These views were generally written in reaction 
to the article which appeared in our February 18th tssue on the so-called 
“Alberta Plan” for amortizing losses, due to rate case delay, out of sates. 
Here ts another collection of expert opinion on this subject. Financial experts 
and economists generally feel that the so-called regulatory lag is an important 
problem, which needs careful attention from public authorities. 


INANCIAL experts have a sort of un- 
official vested interest in reforms and 
suggestions for the purpose of im- 
proving the utility rate-making process. 
For theirs is the responsibility, either as 
representatives of institutional investors, 
or as advisers and consultants, or even as 
expert witnesses in rates cases, to see that 
a utility company’s rates square with 
revenue requirements. 
That responsibility goes not only to the 
over-all matching of collectible rate struc- 
tures with what is needed to keep the 


company in good financial standing, it 
also goes to the important fringe problem 
known as regulatory lag. 

The reaction of the financial experts 
to the so-called Alberta Plan is, therefore, 
one of importance to regulatory commis- 
sioners, as well as utility management and 
investor interests. The following collec- 
tion of views reflects the close attention 
which this expert group paid to the sug- 
gestions contained in former Chairman 
Blackstock’s article about passing on the 
cost of rate case delay to the consumers 
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as part of the rate structure—in other 
words, the Alberta Plan: 


An Accounting Expert Speaks 


Grapy, well-known and widely 

recognized authority on public utility 
accounting, and a partner of Price Water- 
house & Co., writes the following state- 
ment: 

“Although I have not had an opportu- 
nity to give the matter sufficient thought 
to furnish you a more comprehensive an- 
swer to the point raised in the Blackstock 
article, I should like to suggest the follow- 
ing brief outline of a few factors and 
methods which might be employed : 

“(1) A great deal of the difficulty in the 
‘lag’ in regulation would be overcome if a 
fair attitude on the part of the commis- 
sions’ staffs could be created. I am sure 
that you are well aware of many cases 
in which the principles stated in the com- 
mission’s decision sound reasonable. How- 
ever, in the application of the principles 
the staff of the commission quite often 
indulges in a ‘chiseling’ operation by the 
elimination of legitimate expenses or 
otherwise. This is illustrated by a recent 
decision of the Federal Power Commis- 
sion. 

“(2) In setting rates for the future the 
commissions should make appropriate al- 
lowance for increases in cost which can 
be definitely foreseen at the time of the 
proceeding. In this way the utilities would 
not be in the position of having to start 
a new rate case as soon as the old pro- 
ceeding has been concluded. 

“(3) Fuel adjustment clauses should be 
extended to all classes of service. Further- 
more, the principle involved in the fuel 
clause should be extended through the de- 
velopment of automatic escalator clauses 
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covering major increases in wages and 
taxes. It is my view that this procedure 
could be developed in such a way as to 
avoid a great deal of the wear and tear 
of the regulatory process, as well as avoid- 
ing the impairment in public relations at- 
tributable to the newspaper treatment of 
the rate controversies. 

“(4) The time required for presenting 
evidence before the commissions should 
be greatly reduced. The commissions have 
continuous jurisdiction and their files are 
loaded with voluminous annual financial 
and operating reports of the utilities. Even 
so, the submission of much of the his- 
torical evidence must go through the same 
tortuous procedure as in a court of law. 
It seems to me that it should be possible 
to stipulate all of the historical data by 
agreement between the company and the 
staff of the commission with a correspond- 
ing reduction in the time required for sub- 
mission of evidence and for the review 
of the record by the commission.” 


¥ 
Statement of a Management Expert 


—— MARTINDELL, president of the 
American Institute of Management, a 
nonprofit foundation, sent this reaction to 
us following reading of the Blackstock 
article: 

“In his article Mr. Blackstock very 
pointedly calls attention to the fact that 
public utility regulatory authorities all 
over the continent have for years made 
great use of the words ‘just’ and ‘reason- 
able’ but purely on a lip service basis. 

“It has long been my observation that 
present-day regulation concerns itself too 
much with the great cost of capital and 
too little with the factors such as regula- 
tory lag, depreciation, deficiencies, and 



























other impacts of inflation which destroy 
the economic integrity of the business and 
rob the existing stockholders of part of 
their investment with neither their knowl- 
edge nor consent. 

“It seems to me that Mr. Blackstock and 
the Board of Public Utility Commis- 
sioners of the Province of Alberta have 
made a real contribution to public think- 
ing through their plan for the proper 
allowance for regulatory lag. 

“If commissions throughout the United 
States were to capitalize transitional loss 
by adding it to the rate base and then re- 
ducing the rate base as annual recoveries 
are made, we would witness a real forward 
step in rate making in this country. 

“May I congratulate the Pusiic UTILI- 
TIES FORTNIGHTLY in calling this to the 
attention of those vitally concerned.” 


» 
Viewpoint of Investment Dealers 


Here H. Youne, a partner in the 

well-known firm of Eastman, Dillon 
& Co., whose views are highly regarded 
throughout financial circles, makes the fol- 
lowing brief comment: 

“T have looked over with interest the 
article in the Pusiic Urivities Forrt- 
NIGHTLY written by Mr. Blackstock about 
the method used in Alberta for curing ‘the 
regulatory lag.’ This is very interesting and 
I hope commissioners in other jurisdic- 
tions pick up this idea. 

“Tt might be of passing interest to you 
» know that I recently made a speech in 
which I incorporated reference to the fact 
that investors are increasingly sensitive to 
the regulatory atmosphere in different 
states and shy away from any regions 
where fair treatment is not given. I men- 
tioned the New England states as particu- 
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lar offenders at this time. Recently one of 
the New England commissioners called 
me and said that some of the people up 
there had been sensitive to this sort of 
criticism and would like to get two or 
three of us from the Street, who had been 
vocal on the subject, to attend the annual 
meeting of the New England commis- 
sioners this summer. 


* ke * OX 


Mr. Cowan’s Reaction 


i Cowan, a widely recognized 
analyst for the well-known New 
York investment firm of Shearson, Ham- 
mill & Co., specializing in utility issues, 
makes the following comments: 

“Of course, the question of lag in the 
setting of rates for public utilities is an 
important problem and one which has not 
been overlooked by students in the field. I 


‘am going to give you frankly some of my 


views on the subject, some of which you 
probably do not want to publish but I think 
some of them underlie the problems we 
face today. I think first Mr. Blackstock 
must recognize that Canada has a much 
simpler problem to face and particularly 
in Alberta. Unnecessary to go into details 
on this subject, but I shall refer to it a 
little later in this letter. We here have a 
number of companies to satisfy and the 
question prolongs itself where a pipeline 
increases the price of its gas and you have 
a well-known chain reaction; and while 
you may hurry the Federal Power Com- 
mission it is pretty difficult to hurry half 
a dozen state commissions and many more 
intervenors in the form of public utilities 
or industrial consumers. Another thing 
which we must recognize, and I am sorry 
that this has to come up, but Canadians 
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treat their civil service people with rather 
more respect than we do here and any 
time we can make a dig at our regulators 
we do it—we think it is pretty good sport, 
incidentally. Now, people are human, and 
I happen to have a pretty wholesome re- 
spect for the kind of people who are doing 
regulatory work at what I assume to be 
rather modest salaries; in fact, that opin- 
ion is proven by the great number of them 
who finally make their way into industry 
and industry itself is not immune to choos- 
ing some of these so-called ‘scatter- 
brained’ people when they are looking for 
trained personnel. 


“— is not said in any spirit of crit- 
icism or animosity or spitefulness, 
but it is something which when comparing 
Canadian practice and American practice, 
we must face up to. It boils down to the 
fact that both sides in Canada havea pretty 
wholesome respect for one another and 
they start out on the right footing. Here, 
unfortunately, there is often a psychologi- 
cal barrier to hurdle and personalities do 
enter into the picture. The regulatory lag 
sometimes is purposeful, I hope not too 
frequently, but I know a spot or two where 
it has been so. There are definite signs of 
an improvement lately, because the Fed- 
eral Power Commission and companies 
are getting together and settling some of 
these differences by the conference meth- 
od, which means that the sellers and buyers 
get together and some compromise is ef- 
fected. It has been done successfully in 
the Mississippi River Fuel Case and 1 
believe in several others including South- 
ern Natural Gas of more recent date. It is 
a healthy trend and I hope it will continue. 

“As far as Mr. Blackstock’s suggestion 
is concerned, certainly it could be adopted 
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here and I have no doubt that the thought 
has entered into the minds of the parties 
to cases. One thing we must remember, 
however, is the fact that regulatory com- 
missions, fair as though they must be to 
both sides, cannot in any way suggest the 
possibility that they will be rubber stamps; 
because once that idea becomes firmly 
fixed, there really is no limit to the price 
increases to be charged by producers on 
the theory that, well why worry? The 
buyers of this gas will always be entitled 
to a 6 per cent return and all they have 
to do is ask for it and they’ll get it. Now 
that is exactly what has been happening. 


“ee pinpoint this problem, let us 

merely say this: that in so far as 
the United States is concerned we are 
dealing with a greatly more complicated 
subject. As you well know, one increase 
by a major pipeline stands to affect per- 
haps some other pipeline that is buying gas 
from it, which in turn supplies other utili- 
ties which in turn supply hundreds of 
thousands of customers. In the Columbia 
Gas Case they had to wrestle not so much 
with the Federal Power commissioners, 
they also had problems with the state com- 
missioners and municipalities. The real 
answer, which is beside the point, I know, 
is to stop making these periodic price in- 
creases which stem from a number of 
fundamental problems and really funda- 
mental I mean. One of them is this so- 
called ‘favored-nations’ clause which is 
going to plague the gas industry for a long 
time and impose a great deal of hardship 
on the commissions who have to weigh the 
arguments which favor relief to consum- 
ers on the one hand with the arguments of 
those who believe that the important users 
of gas—namely, the industries—must set 
































the price and let the others conform. 

“The most favored-nation clause is 
probably the basic reason for this situa- 
tion, which brings industrial users of gas 
(even those incidentally who use it in 
chemical processes) in direct competition 
with utilities who are regulated and can- 
not readily absorb price increases in the 
cost of their products. The lag in regula- 
tion is hence an evil not entirely ascribable 
to the machinery of regulation. Under the 
recent Phillips decision by the Supreme 
Court the Federal Power Commission is 
given jurisdiction over production. So, this 
problem may solve itself. If it does not, 
it will be brought into sharper focus and 
I don’t know how soon it can be corrected. 


§ od one who can look back over the 

span of years and whose horizons 
cover all phases of the utility industry, you 
must agree there is nothing comparable in 
the history of this business quite like what 
has been happening in natural gas. Not 
infrequently, the electric companies have 
gone along for decades without asking for 
rate relief largely because the technical re- 
finements contributed by the brains in the 
industry and suppliers have allowed com- 
panies to overcome the rising cost of labor, 
fuel, etc. In fact, it’s one of the brilliant 
achievements of this business. But in the 
last four or five years, the gas depart- 
ments of utilities have been trodding a 
regular path to the federal or state com- 
missions asking for rate relief to the point 
where it must be a serious impediment to 
good public relations. 

“Perhaps the regulatory lag is a natural 
penalty which will force the utility con- 
sumers of gas to stiffen their backs a little 
bit and become rather more active inter- 
venors in rate cases, as anything less than 
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that will in my view do damage to the 
future relations of utilities which have 
been so carefully built up over the last 
fifty years. 


¢CWN order to end this letter on a con- 
structive note, I feel a solution or at 
least a step toward a solution would be to 
form a committee to include the produc- 
ers, the pipelines, and utility consumers 
wliose functions would be to study this 
subject, if only to bring sharply to the 
attention of the producers the important 
problems faced by the industry when the 
price of gas at the wellhead is raised. It 
is too easy to shift responsibility onto the 
commissions and say ‘you are not doing 
your job well enough and fast enough’ be- 
cause most of them are badly understaffed 
anyway. Unfortunately, the producers 
have taken a rather aloof position, shun- 
ning any contact with regulation and 
rather boasting that they are oil people 
and have no interest in rates of return, etc. 
If prior to a price increase, all the explora- 
tory work had been done so that, right 
down to the very last consuming utility, 
the hardships and the appropriate relief 
had been fully explored, then I think a bet- 
ter case could be made before a commis- 
sion for prompt relief; it would lessen 
much of the burden and save time. After 
that, I think, Mr. Blackstock’s suggestion 
could be incorporated and some kind of 
temporary rates could be set with a refund 
or retroactive provision, but only where 
it was indicated that the thorough over-all 
job had been done. Unfortunately, this is 
not being done and there is too much of a 
‘crack-the-whip’ situation, which lets the 
last guy on the gas line take a bit of a 
beating. 
“. . . While commissions will try to be 
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as fair and as efficient as possible, if gas 
utilities are made to feel that they cannot 
expect automatic price adjustments every 
time producers raise their prices, these 
very companies may then take a little 
stronger attitude toward their suppliers 
and show more resistance than has cer- 
tainly been revealed to public gaze in re- 
cent time. This, I feel, is for the good of 
everybody — producers and consumers 
alike—and I think one of the best means 
of achieving results would be a recognition 
through the committee, of the responsibili- 
ties of producers toward the public utility 
industry as a whole. Some, with some logic 
on their side, have maintained that utili- 
ties really ‘made’ the gas producers. Regu- 
latory lag is a problem; it can be licked 
with co-operation and good will all around. 
But the producers cannot be omitted.” 
5 
The Institutional Investor's View 

‘Wurorn TATHAM, JR., vice president 

of the Institutional Utility Service, 
Inc., which gives analytical and consulting 
service to institutional investors, makes 
the following statement : 

“As I understand it, Mr. Blackstock’s 
solution to the problem of regulatory lag 
is to capitalize the additional operating 
revenue that a company would have re- 
ceived had it been permitted to charge the 
ultimately allowed increase in rates from 
the date of its application for rate increase. 
In other words, this additional operating 
revenue is added to the rate base as an 
increment of rate base value and this in- 
crement is subsequently amortized (I pre- 
sume by charges to operating expense) 
over a five and one-half year period. 

“It thus appears that the company re- 
covers through subsequent charges to con- 
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sumers not only the full amount of the 
prior return deficiency, but also a return 
on this deficiency during the time that it 
is capitalized. 

“T am not familiar with the income tax 
situation in Alberta. In this country, of 
course, federal income taxes would have 
to be taken into consideration in comput- 
ing the dollars of deficient return to be 
recovered. 

“Mr. Blackstock’s formula appears to 
be an ingenious one. It would seem to me, 
however, that an even more simple and 
direct method of preventing transitional 
loss would be through the use of a tempo- 
rary rate surcharge to be collected under 
bond. If the rate increase is not subse- 
quently granted the surcharge with inter- 
est thereon would be refunded to cus- 
tomers. In effect, this follows the same 
principle as that embodied in the tempo- 
rary rate laws of New York and Penn- 
sylvania which were enacted when the 
‘shoe was on the other foot’ and regula- 
tory lag was working in favor of the 
companies. 

“It might be argued that the practical 
difficulties of refunding very small sums 
to customers would be prohibitive. This 
might be solved by allowing credits on 
subsequent bills. The danger that custom- 
ers who left the company’s lines prior to 
receiving the credit would be unfairly 
treated is also present, in reverse, in Mr. 
Blackstock’s plan.” 


H™ are divergent views but generally 
favorable to the basic idea of the 
Alberta Plan. Out of this discussion may 
be developed some device or proposal 
which would be more suitable if not more 
indigenous to regulatory commission pro- 
cedure in the United States. 
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Public Relations ‘Techniques 


Public opinion is made up of the opinions of millions of individ- 





uals. It can only be changed by changing the opinions of indi- 
viduals. This article gives public utility people a view “from the 
outside” of the best techniques for creating and maintaining better 
understanding and friendlier relationship between business and its 
public. The “public” in this case includes employees, security 
holders, community neighbors, suppliers, and customers. 


By HAROLD BRAYMAN* 


T is perhaps a natural outcome of the 
growth of our economy that business 
has become increasingly aware of its 

responsibilities to the public just as the 
public has taken an increasing interest in 
business. When wise business manage- 
ment meets these responsibilities, it is 
engaging in public relations. 

The technique of business public rela- 
tions looks at first glance like a dull, intri- 
cate, and forbidding subject designed to 
produce among the listeners nothing more 
startling than a deep sleep. 

However, while it may be intricate 
and to some extent forbidding, it is ex- 
tremely important in modern business 
management. 

Techniques, to be sound, must always 
be designed to fit the problem they are 
expected to solve. What is the problem 





* Director, public relations department, E. I. du 
Pont de Nemours & Company, Inc. For additional 
personal note, see “Pages with the Editors.” 





here? Every utility company has prob- 
lems in technology, problems in sales, 
problems in finance, which I am not quali- 
fied to discuss. 

But the overriding problem that affects 
us all is that of public misunderstanding 
of and hostility toward business—a hos- 
tility which demands, and frequently gets, 
government action antagonistic to enter- 
prise. In our country it is an undeniable 
fact that the people do rule and, if the 
people are against any institution, its road 
is hard at best. 


ne the depression years of the thir- 
ties, this public suspicion and hostility 
have developed to such a degree that the 
problem of winning a favorable public 
opinion has become one of the most im- 
portant facing American business today. 
This is especially true of the public utility 
business. 
Advocacy of measures to solve this 
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problem does not necessarily spring from 
the long-term interests of business alone. 
If the problem is not solved, business will 
be a heavy loser, it is true, but it will not 
be the biggest loser. The biggest loser will 
be the great mass of Americans who, in 
accepting a state-dominated economy, will 
lose not only their precious American 
freedom, but also their much vaunted 
American standard of living. 

This is no mere, remote possibility; it 
is a clear and present threat, despite the 
recent change in federal administrations. 
The tendency in that direction has been 
world-wide. We cannot hope to resist it 
in America unless American industry, the 
basis of our national strength and well- 
being, succeeds in winning public under- 
standing and support. That is the price 
of survival. That is the challenge to in- 
dustrial statesmanship. That is the high 
cause of industrial public relations. 


discussing the techniques of meeting 
this challenge, I would like to empha- 
size the basic principles which seem to 
me vital to the development of effective 
day-to-day, continuous action. 

Too often, there has not been sufficient 
understanding that no one company, no 
one program can hope to do the job alone 
—to convince the whole of America over- 
night, to cure singlehandedly the infec- 
tions of distrust and misunderstanding 
which are epidemic among 160,000,000 
people. That is a job for the carefully 
correlated efforts of all business. We 
must each do the job that we can best do 
in the place where we can best do it. That 
is method, and that is common sense. 

Where, then, is the place that we can 
each do the job best? It seems to me obvi- 
ous that the place where each company 
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can be most effective is with its own em- 
ployees, customers, suppliers, stockhold- 
ers, and the people who live in its own 
plant towns. If we follow this precinct 
system of each company accepting its own 
special responsibility and working as 
effectively as it can in its own territory, 
we cannot fail. 


' greatest misunderstandings that 
exist today on economics and busi- 
ness are in the ranks of our own employ- 
ees. It is the inevitable conclusion that, if 
business would make an effort, sufficiently 
intelligent and sustained to be successful, 
to straighten out the thinking of its own 
people, there would be no national prob- 
lem in this respect. 

That such a result would be greatly to 
the individual interest of the employees 
themselves is a matter which should re- 
quire no argument. Once such a result is 
obtained and maintained, it would assure 
the continuance of freedom for the Amer- 
ican people and the steady increase in the 
American standard of living, which sets 
us apart from the rest of the world. 

Now, why is the most effective tech- 
nique the one which consists of working 
in one’s own neighborhoods? The answer 
is that, in any effort at persuasiveness, 
confidence in the source from which the 
information comes is a vital ingredient. 
That confidence can exist only if two fac- 
tors are present: (1) that the company 
itself does the right thing and is a good 
citizen of the community; (2) that it is 
known as doing the right thing and is 
respected as such. Assuming that utility 
management generally can meet that test, 
and I believe that 95 per cent of Ameri- 
can business can, let us consider this 
illustration : 











Ser 














pepe a problem comes up on which 

it is felt that there is a need to put 
some facts before the public on which to 
base a sound conclusion. And suppose 
these facts are set forth clearly and well 
by some industry spokesman at an Atlan- 
tic City or Chicago convention. What 
happens? If the Associated Press carries 
them at all, they carry only three or four 
paragraphs and, if those three or four 
paragraphs come in over the wire to the 
local newspaper, the chances are that they 
would get printed back inside the paper 
somewhere, if at all, and that compara- 
tively few people in the home town would 
read the story. The chances, also, are that 
it means little to those reading it because 
they do not know the man who made the 
statement. It is discounted, if not sus- 
pected, as special pleading. 

Now, suppose, on the other hand, the 
same statement is made by our respected 
industry leader in Akron, Topeka, or 
Indianapolis, a man who headed up last 
year’s Community Chest drive, a member 
of the board of directors of the chamber 
of commerce and a well-known and re- 
spected citizen in his community, what is 
the effect? The effect is that it probably 
will be printed in full and probably on 
the front page of the local newspaper, 
that it will be widely read throughout the 
community, and that it will be widely 
believed by those who read it. 


PUBLIC RELATIONS TECHNIQUES 


Doesn’t this sharp reality of com- 
munication point up the fact that the 
most effective work within an industry is 
done when the industry association adopts 
the rdle of ammunition supply base, sug- 
gests action to its members, sparks ideas, 
encourages local activity, but insists that 
the individual local leaders of the indus- 
try do the job themselves in their own 
communities ? 

It is my belief that this is the only tech- 
nique that will ever have any marked 
success. 

However, that is the hard way. It is 
the way that requires effort on the part 
of many corporate executives. It involves 
an acceptance of responsibility by indus- 
trial leaders which cannot be shifted to 
others. 

Experts can help us. Specialists in 
communication have worked out effective 
methods of reaching people, but these 
will prove worthless unless industrial 
leaders themselves assume the primary 
responsibility. 

Those leaders are, therefore, the 
heart and soul of industry’s public 
relations. 


ae it would be ideal, from the point 

of view of techniques, if every in- 
dustrial leader could talk at length with 
all his employees, all his customers, all 
the neighbors in the town in which he 


like a dull, intricate, and forbidding subject designed to pro- 


q “THE technique of business public relations looks at first glance 


duce among the listeners nothing more startling than a deep 
sleep. However, while it may be intricate and to some extent 
forbidding, it is extremely important in modern business man- 
agement. Techniques, to be sound, must always be designed 
to fit the problem they are expected to solve.” 
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operates, all his stockholders, and all sup- 
pliers. Except for very small companies 
in very small localities, that, however, is 
not practicable. There are too many peo- 
ple in the categories named. 

Consequently, the most effective meth- 
od is to use direct contact to the 
greatest extent possible through occa- 
sional speeches in the area to employees 
and to other appropriate groups. Other 
means of communication such as written 
and visual methods should not be neg- 
lected. They are extremely important, but 
only as supplements. 

Anyone who has had any real experi- 
ence in public persuasion, from anything 
as large as a national political campaign, 
down to anything as small as raising a 
fund for the church, will understand the 
importance of the personal approach. 

Let me ask you this: What Community 
Chest would ever reach its goal if its 
efforts consisted solely of general appeals 
sent out by the head of the campaign, with 
no solicitation of individuals? 


el opinion is made up of the opin- 
ions of millions of individuals; it can 
only be changed by changing the opinions 
of individuals. Each business, each indus- 
try, must consider itself a precinct worker, 
with the job of approaching those in- 
dividuals with whom it has the most inti- 
mate contact and therefore the most hope 
of influence. 

I think we might well take as our motto 
the title of the old Billy Sunday hymn, 
“Brighten the Corner Where You Are.” 

As I pointed out earlier, a company’s 
immediate sphere of influence divides it- 
self naturally into groups—employees, 
stockholders, plant community neighbors, 
suppliers, and customers. All require 
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attention, but obviously the need is 
greater among some of these groups than 
among others. Misunderstanding may be 
at a minimum, for example, among sup- 
pliers and customers. But in companies 
with fairly large numbers of stockholders, 
we cannot be too complacent about this 
group, which often embraces small in- 
vestors with limited understanding of the 
dynamics of American industry. Many 
are women, often widows. The need in 
this quarter for clear, factual information 
is great. Here is potentially one of the 
most promising groups in which to re- 
cruit supporters, and even enthusiastic 
missionaries. 

But of all the groups, the employees 
rank first in importance. We cannot let 
ourselves forget that the members of this 
group have been subjected over the years 
to an endless barrage of misinformation 
and false accusations concerning industry. 
Nor can we forget that employees are the 
most important witnesses, for or against 
us, to the community and nation. To the 
public, utility meter readers are the utility 
company. The testimony they give is re- 
garded as expert testimony. To a great 
degree it will determine the reaction of 
many people. These considerations, in 
my judgment, warrant heroic efforts to 
win the understanding and support of 
employees. 


I CANNOT cover all the various forms 

that these efforts may take. But I 
cannot refrain from noting certain im- 
portant considerations of technique. In 
our experience at Du Pont, we have found 
them to be the most effective. 

1. All means of communication should 
be employed. All reinforce each other 
and no single one is sufficient to do the 
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Businessmen As the True Reformers 


om the inventive, the technical, the productive men of industry 

are frequently condemned as selfish, grasping, and greedy by 

those whose own selfish purposes are served by such condemnation, they 

are really the men who provide the means which make possible everything 

America is; and they hold the only real promise of achieving the things 

we hope to be. They are the real reformers. They are the men who most 
deserve to be respected and honored.” 





a 





job unaided. With each, purposeful skill 
is all-important. This is never more true 
than when employing the written word. 
Mediocrity here is fatal. I have no pa- 
tience, for example, with the employee 
publication devoted exclusively to prob- 
lems of plant housekeeping, safety regu- 
lations, absenteeism, and chitchat about 
Mary Lou’s new hairdo. These things 
may have some place on occasion, but an 
effective employee publication must direct 
itself primarily to the promotion of un- 
derstanding about American industry. It 
must do so in terms of the particular 
operation which it serves, and especially 





in terms of the employee’s own self- 
interest. 

2. A technique that I heartily recom- 
mend is application of the written word in 
combination with pictures. Nothing, to 
my mind, is more effective in published 
form than the modern picture story, a 
journalistic technique which you may ob- 
serve at its best in Life and Look maga- 
zines. Ever since my college days I have 
always cherished a principle laid down by 
George Pierce Baker, the great teacher of 
playwriting, that the secret of good dra- 
matic approach is to show everything. 
Never just tell it. The picture story tells 
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and shows at the same time. It is read and 
remembered. And it is amazingly flexible. 
Experience has convinced me that there 
is no story or message that cannot be pre- 
sented effectively in this dramatic form, 
if the skill is there to do it. That is a spe- 
cific technique that is one of my special 
pets. 

3. Another technique is giving adequate 
information to intermediate supervision. 
All supervisors must be enlisted as public 
relations lieutenants. These are the men to 
whom the wage-roll employee naturally 
looks for answers. These men must rec- 
ognize their duty to handle these questions 
with factual information. But they will be 
helpless unless they are taken into the con- 
fidence of management. This can best be 
done through periodic meetings. But where 
these are not practicable, an admirable 
means of accomplishing the same thing is 
a periodic newsletter for men of super- 
visory rank. It must deal fully, factually, 
and honestly with matters of genuine con- 
cern to the management; otherwise it will 
be worse than useless. 

4. The “Facts Book” is a special means 
of equipping supervisory personnel to talk 
effectively. But the information a facts 
book provides should be directed to the 
matters in controversy about business, in- 
stead of being, as so many are, dull world 
almanacs of useless statistics. Using this 
information, supervisors should be encour- 
aged to discuss questions as they arise 
with the men under them. It may be ob- 
jected that this will lead to expression of 
points of view by employees at variance 
with management’s. If this happens, I can 
only say that it should be welcomed as an 
opportunity to re-examine the policies in- 
volved. It is a well-known saying that 
“public relations begins at home”’; public 
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relations consists quite as much in doing 
the right things as in saying the right 
things. No public relations program can 
take the place of sound policies. 

5. I also recommend to you the proved 
technique of the plant visit. Here Baker’s 
rule to “show them, not just tell them” 
applies with special force. You may hear 
gossip that a family in the neighborhood 
lives like wild beasts. But if you have al- 
ready been graciously entertained in their 
quiet living room, you will rise to your 
neighbor’s defense and you will never 
again put faith in what that particular 
gossip tells you. 


Kx incident which has always impressed 
me occurred in my Washington days. 
The automobile industry was _ being 
viciously attacked in government circles 
for failure to convert to war production, 
and we correspondents found ourselves 
accepting the charges at face value. The 
leading companies in that industry simply 
invited a group of Washington corre- 
spondents to go into its plants and see for 
themselves. All the words in the world 
could never have convinced us so swiftly 
and so completely. What we saw denied 
the charges of the critics and stopped their 
slander in its tracks. 

Time and again, since then, I have lis- 
tened to someone attack industry, only to 
learn that he had never seen the inside of 
a plant. 

Upon seeing, these people have often 
completely changed their tunes. By this 
means, clergymen, school groups, and 
thought leaders in all walks of life can be 
made friends and public relations minute- 
men. But a word of caution: It is not 
enough just to show them the curiosities 
of utility production and distribution. You 
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must point up to your visitors what this 
all means to them, personally. Otherwise 
they will go away thinking that machinery 
is wonderful, but retained earnings, re- 
serves, and profits are still evil. You must 
show them how profits make possible the 
investment in new pipelines and new drill- 
ing of wells, how in turn the new wells 
and pipelines enable you to serve more 
people at lower cost. You must show them 
how lower costs mean greater volume 
through lower prices, leaving more money 
in your visitors’ pockets to spend on other 
things and thus to create a still higher 
standard of living. If you do this, the sys- 
tem which supplies the product you sell 
will speak silently, but eloquently on be- 
half of you and all American industry. 


O* course, there are other techniques 

which have proved highly effective, 
such as the in-plant economic-education 
program among employees. Many such 
programs have already been devised. The 
most effective, in my opinion, are those 
which utilize most fully the discussion 
technique with a group of not over twenty 
employees at a time. Several hundred com- 
panies throughout America are now using 
one or another of these systems. And 
wherever they have been intelligently han- 
dled within the organization, both the man- 
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agement and the employees are enthusi- 
astic about the results. This, like much of 
the other internal work that may be de- 
signed primarily to bring about better 
understanding by employees of the eco- 
nomics of business enterprise, also has 
very valuable overtones in the production 
of better employee relations. 

The plant visit, employee publication, 
supervisory newsletter, the Facts Book, the 
picture story, the economic-education pro- 
gram—these are all excellent techniques 
and many others also are good, including 
an intelligent use of motion pictures. But 
even together, they are no substitute for 
the all-important personal precinct work 
of the business leader himself. 


HE business leader must speak up. 

His is the voice of industry; if he 
does not speak up, industry has no voice. 
It is not the easy way—it is a lot to ask, I 
know. One cannot spend years, as I have, 
in intimate association with the manage- 
ment of a major corporation, and not 
realize keenly the hard row of the indus- 
trial executive. It is one of the most exact- 
ing, yet one of the most critical functions 
performed in modern society. With ur- 
gent worries pressing upon him from all 
sides, it is hard to ask the executive to take 
time for discussion of policies and princi- 


exclusively to problems of plant housekeeping, safety regula- 


q “T HAVE no patience ... with the employee publication devoted 


tions, absenteeism, and chitchat about Mary Lou’s new hairdo. 
These things may have some place on occasion, but an effective 
employee publication must direct itself primarily to the promo- 
tion of understanding about American industry. It must do 
so in terms of the particular operation which it serves, and 
especially in terms of the employee’s own self-interest.” 
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ples with employees and neighbors. It is 
hard to ask him to engage frequently in 
public speaking, a difficult task for which 
he is often not trained. But there is no 
other way. 

Poor fellow. It is the cross which goes 
with his job. It is one duty he cannot dele- 
gate without disaster any more than he 
can delegate to another the job of admir- 
ing his wife. 


HE principle I am urging has been too 

little recognized by industrial circles. 
The businessman is normally reluctant to 
speak out loud; he frequently shuns the 
spotlight and is content to plug his wares, 
not himself. Lord Chesterfield might have 
thought this modesty laudable, but it re- 
sults in this strange paradox: We find 
many people who will swear by Jones’ 
paint and swear at Jones. 

These methods—with each company 
working in its own back yard—are not 
just untried dreams of some visionary 
public relations man. They are tested, 
proven principles. They have operated 
successfully for years in many nonindus- 
trial fields of activity. And wherever they 
have been intelligently tried in industry 
in recent years, they have produced results 
varying from good to spectacular. 

The problem is to bring about, through- 
out industry, a wider application of these 
so-called precinct techniques—to get more 
and more industrial leaders to set up the 
organizations within their own companies 
to carry on these activities in their neigh- 
borhoods—to get a greater number of 
able men, each in his own precinct, pre- 
senting the facts which people need to 
know to reach intelligent conclusions and 
telling the story of business, and telling, 
and telling, and telling it again. 
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A” what a story we have to tell. For it 
is the inventor, the developer, the in- 
dustrialist, and not the agitator and the 
reformer, who have laid the basis for most 
of our American progress. Social adjust- 
ment necessarily follows economic change 
as a matter of simple cause and effect. 

Eli Whitney’s cotton gin and the tex- 
tile progress it fostered in industry, did 
more to free women from their eighteenth 
century servitude than all the suffrage 
agitation in history, for a woman chained 
to a spinning wheel had little time for 
feminist movements. Peasantry was not 
banished from the farm by agricultural 
reforms, but simply by the development of 
mechanical farm equipment. 

In modern times, a product of industry, 
the automobile, and the petroleum prod- 
ucts with which it is propelled and lubri- 
cated, has widened and enriched lives in 
a manner impossible to achieve through 
legislation. Modern machinery, developed 
likewise, gave the American workman 
well-deserved leisure far more effectively 
than the cry for the 8-hour day, for with- 
out the means, the cry would have been 
empty and unheeded. 

Lower costs and improved performance, 
achieved through industrial research, are 
the parents of the famed American living 
standard. Every improvement contributing 
to the comfort, ease, and convenience of 
daily life has its origin in invention and 
industrial development. There is no al- 
ternative course. 


uT let’s be sure that we understand 
what is required for best results—that 
we progress not through hazy and hasty 
expedients, but through the application of 
our natural resourcefulness, through 
bringing our technical capacities to more 























of our people, through lowering our costs 
and improving the performance of our 
industry. 

While the inventive, the technical, the 
productive men of industry are frequently 
condemned as selfish, grasping, and greedy 
by those whose own selfish purposes are 
served by such condemnation, they are 
really the men who provide the means 
which make possible everything America 
is; and they hold the only real promise of 
achieving the things we hope to be. 

They are the real reformers. They are 
the men who most deserve to be respected 
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and honored. And they will be, if they will 
cease to let others do all the talking while 
they promote their wares rather than their 
philosophy. 

The American people, in their fairness, 
will give them a hearing. Their instincts 
are right. There can be no questioning the 
reactions of the American people if they 
have the facts upon which to base intelli- 
gent judgment. 

So speak up. The business leader’s voice 
is the voice of progress. His is the voice 
of national strength. His is the real voice 
of America. 





A “Positive Program” 


66 UL REE markets and business incentives are the essential features 
of a governmental program to stimulate production and em- 
ployment. These features exist automatically in a truly free 
economy. If they are weak now, it is because they have been made 
so by a type of political action that harks back to the days of mer- 
cantilism, the economic system which developed in Europe as 
feudalism decayed. Mercantilism was characterized by close govern- 
mental regulation of industry and trade with a view to promoting 
nationalistic aims. Prices, wages, occupation, the right to do business 
—every phase of economic life was subject to control by the au- 
thoritarian state—all, of course, in the ‘public interest.’ 
“Mercantilism was superseded by liberalism, the system of free 
enterprise and free markets, which sought to increase national 
prosperity by giving each individual the liberty and incentive to 
increase his own prosperity. Under genuine liberalism the western 
world experienced a rise in wealth and welfare never approached 


before. 


“Yet in the last thirty years many nations, including our own, 
have tended to revert to the once discredited aims and methods of 
the earlier era. Curiously enough, this reversion has masqueraded 


under the name of ‘liberalism.’ 


“The ‘positive program’ that business needs from government 
today is not a program of new forms of intervention but a program 
for the restoration of the freedoms and incentives that spell TRUE 
liberalism. Fortunately, our own government is moving in that 


direction.” 


—Exceret from The Guaranty Survey, published by 
Guaranty Trust Company of New York. 
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Utilities’ Future in Latin America 


PART I 


With the spotlight of international attention on Latin America, 

those interested in public utilities will find this 2-part article of 

special interest. What is happening to United States and other 

“foreign” dollars invested below the Rio Grande or south of the 
Panama Canal in public utility enterprises? 


By HERBERT BRATTER* 


ATIN AMERICA, at least in the popula- 
tion sense, is fast becoming the 
colossus of the south. Its population 

decade after decade has been rising at a 
progressively faster rate, which now ex- 
ceeds that of any other major region of 
the world and is double the global average. 
In 1950 there were more Latin Americans 
than inhabitants of the U.S.A. At this rate 
Brazil’s present 53,000,000 people will 
number 106,000,000 in another thirty-five 
years. In another half-century Latin 
America will have 500,000,000 souls. 





*Economist and business author, resident in 
Washington, D. C. For additional personal note, 
see “Pages with the Editors.” 
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All this has its economic implications. 
Latin America will need more than ever 
to develop its resources. It will need to 
supplement man power with electric power 
on a scale as yet undreamed of. For this 
it will need vast amounts of capital, for 
which it will certainly continue to look ex- 
pectantly to the U.S.A.; to our private 
investors, where possible; but more espe- 
cially to such politico-financial instrumen- 
talities as the Export-Import Bank (Ex- 
imbank) and the International Bank for 
Reconstruction and Development (World 
Bank) in Washington. These two banks 
have not at present the resources to meet 
the huge demands which Latin America’s 
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prospective growth will create in the long 
years ahead." 


D* Mitton EIsENHOWER’S report to 
the President on U. S.-Latin Ameri- 
can relations, submitted in November, 
1953, discussed the fact that American 
business enterprises in Latin America, 
notwithstanding the substantial benefits 
they bring, are the targets of Communists 
and ultranationalists because they are for- 
eign and have large financial resources. 
Of utilities in particular the report com- 
ments: 


Where United States enterprises own 
and operate utilities, an earning rate 
sufficient to provide for expansion some- 
times has not been permitted. This has 
in some cases led to rationing of power, 
which in turn has closed industries part 
of each day or week, thus throwing men 
out of work and curtailing production. 
The facts have been misrepresented to 
the point that the U. S. government is 
blamed for the failure of the utilities to 
expand in harmony with the growing 
industrial requirements. Incidentally, 
this situation has occasionally put a 
premium on public power development. 


“All over South America,” the report 
continues, “we witnessed the spectacle of 
severe power shortages and of potential 
shortages, even where herculean efforts 
were being made to develop new sources. 
Power facilities, especially hydroelec- 
tric... are gluttons for capital. Hence 
it is going to be difficult for countries short 
of capital to keep up with the demands for 
power. 

“Private electric power enterprises in 





1 Cf, “Federal Financial Aid to Foreign Public 
Utilities,” Pustic Utitit1es FortnicHtty, Decem- 


ber 2 and 16, 1948. 
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several countries have demonstrated a 
readiness to expand generating facilities. 
They have given assurances of their will- 
ingness to bring in the necessary . . . gen- 
erating machinery. Nevertheless, we noted 
cases in which the rates have been frozen 
at low levels while inflation and exchange 
depreciation have forced operating costs 
upward. In such a squeeze the private 
companies cannot finance expansion pro- 
grams. It lies within the power of the 
respective governments to remedy the 
situation by establishing rates adequate to 
permit private financing.” 


Pani to the financial aid the Exim- 

bank and World Bank have been giv- 
ing Latin American power development, 
and to the magnitude of the problem, the 
Eisenhower report adds: 


The financial support should . . . be 
forthcoming provided (a) that the as- 
sured rate structure will permit long- 
term amortization of the loans, and (b) 
that improved methods of local financ- 
ing and better fiscal policies are adopted 
so that the large amounts of local capi- 
tal necessary for power facilities do not 
cause distortions in the economy. 


Hydro installations are not the sole an- 
swer to South America’s power problem, 
but must be supplemented by coal, oil, or 
other combustibles, the report points out. 


Experience and Climate Deter 
Investment 


| oie AMERICANS would like to raise 

their average living standard to that 
of the U.S.A. This aspiration is being 
voiced by their political leaders, such as 
Costa Rica’s new President, José Figueres. 
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How big a job this is may be gleaned from 
the fact that in 1950, whereas the U.S.A.’s 
per capita energy consumption was the 
equivalent of 7.51 metric tons of coal, the 
corresponding Latin American tonnages 
were: Argentina 0.76, Chile 0.76, Colom- 
bia 0.27, and Venezuela 0.77. In Mexico 
in 1950 only 1.1 per cent of the commu- 
nities had electric service; and even in the 
federal district, only 37 of 260 communi- 
ties were so blessed. 

The capital requirements for Latin 
America’s development are vast. Demand 
for capital for power development must 
compete with the demand for industrial 
and other capital. Given the promising 
economic future, plenty of American pri- 
vate capital would be available for Latin 
American electric power, were it not for 
the very bad “climate” that today gen- 
erally surrounds such investment in Latin 
America. This climate is a mixture of 
strong and sometimes misguided nation- 
alism, radicalism, antiforeignism, and the 
belief, encouraged by experience to date, 
that dollars which cannot be got from 
Wall Street often can be obtained, and 
more cheaply, from Washington. 


ie the last century, when Europe was 

the world’s banker, the first electric 
utilities in Latin America were financed by 
Europeans. Later United States and Ca- 
nadian capital came on the scene. In those 
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days the Latin Americans were happy to 
see foreigners provide them with this mod- 
ern utility. Indeed, important local people 
—lawyers, politicians, and the like—got 
lucrative directorships and retainers in the 
process. Foreigners were welcomed as 
superior people. All this has changed. 

During the great depression of the 
1930’s this was changed by events in the 
U.S.A. and in Latin America. Public 
utilities in the U.S.A. were whipped as the 
“bad boys” of Wall Street. At the same 
time, under the New Deal’s good neighbor 
policy, American liberals in and out of 
official life encouraged the Latin Ameri- 
cans to be watchful against “exploitation” 
by foreign capitalists and to regulate util- 
ity earnings. Also, the abrogation of the 
gold clause in the U.S.A. tended to en- 
courage in Latin America a looser sense of 
responsibility toward the already large 
financial obligations of North American 
private investors. 


fips raw materials producers of Latin 
America were as hard hit by crashing 
commodity prices and evaporating mar- 
kets as anyone. Exchange control became 
widespread. Bonds went into default. 
Dividends, if earned in Latin America, 
could not be remitted to the American 
owners in dollars. Capital for necessary 
upkeep and expansion could not be got 
from the North. For financial good neigh- 


“THE capital requirements for Latin America’s development 

q are vast. Demand for capital for power development must com- 
pete with the demand for industrial and other capital. Given the 
promising economic future, plenty of American private capital 
would be available for Latin American electric power, were it 
not for the very bad ‘climate’ that today generally surrounds 
such investment in Latin America.” 
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borliness the Roosevelt administration set 
up a $10,000,000 bank called the Export- 
Import Bank of Washington, mainly to 
stimulate exports to Cuba; and there was 
to be a similar bank for trade with Russia, 
which had just recently been recognized. 


FTER World War I North American 
capital had entered Latin America in 
a big way to develop electric power and 
its distribution. Interests which had started 
with the acquisition of a Panamanian 
utility in 1915 were in 1923 incorporated 
in New York as the American & Foreign 
Power Company. By 1929, when it ac- 
quired the Shanghai Power Company, 
the A&FPC had invested $510,000,000 
abroad, mostly in Latin America, where 
alone it operated in eleven countries. (Of 
the $510,000,000, the Electric Bond and 
Share Company invested $280,000,000 
which it raised by selling its own securities. 
The rest was raised by sale of A&FPC 
securities here. ) 

In making its Latin American invest- 
ments A&FPC, unfortunately, could not 
foresee the early advent of the most severe 
depression in history, the development of 
nationalism, the antiforeignism, the can- 
celed gold clauses, the antagonistic regu- 
latory policies aimed directly at the electric 
utility whipping boys, and the sometimes 
vicious regulations and laws. Nor were 
North American investors the only ones to 
suffer. 

In Argentina the largely Belgian- 
owned public utility properties and the 
IT&T of New York were hit along with 
A&FPC’s subsidiary, although not in the 
same degree.* In Brazil the Canadian- 





2 Correctly interpreting the drift of events, IT&T 
wisely and advantageously sold its Argentine prop- 
erties to the government of General Peron. 
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domiciled Brazilian Traction, Light & 
Power Company has had as hard sledding 
as the A&FPC subsidiaries, although it 
should be noted that Brazil has been one 
of the more successful fields of operation 
for the latter. In Mexico both the Ca- 
nadian-domiciled, Sofina-controlled Mexi- 
can Light & Power Company and the 
A&FPC’s subsidiaries have shared the 
experience with public antipathy, tight- 
reined rate regulation, and the like. 


| Guatemala we see the danger of ex- 

propriation of the A&FPC by a radi- 
cal, anti-American government. In Chile 
A&FPC would be glad to sell out, 
but cannot. In Costa Rica its experience 
has been unhappy and unprofitable, al- 
though uncompensated expropriation is 
not a present danger. On the other hand, 
in Brazil nationalism and antiforeignism 
are not too troublesome and the foreign 
exchange difficulties have been amelio- 
rated by the $300,000,000 Eximbank loan 
and other developments. Cuba and 
Panama also have produced profits for 
the A&FPC. 

A&FPC is today the only United States 
utility company operating exclusively 
abroad. Its serious financial difficulties in 
the 1930’s caused it to undergo an SEC 
reorganization—a process that lasted 
seven and one-half years. But today it 
boasts total assets of “‘almost $1 billion” — 
mainly electric, but with some telephone, 
gas, water, and:street railway properties. 

To keep in business private utility com- 
panies operating in Latin America are now 
under constant pressure to make addi- 
tional investment in plant. But, since nec- 
essary new capital is not too easy to raise 
in the United States or elsewhere for this 
purpose, more and more resort has been 
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Shrinking Foreign Investment 


va" 1950, it is estimated, two-thirds of the 
investment in Latin America’s power in- 
dustry was foreign and 40 per cent of the total 
was American. Not since the late 1920’s has 
foreign private capital been available in sub- 
stantial volume. Nor has local Latin American 
private capital stepped in to fill the need. Efforts 
of American & Foreign Power Company sub- 
sidiaries to interest local private investors and 
local public agencies in investing have proven 
incommensurate with the needs. Alternative 
local investments, especially in real estate, have 








held much more attraction.” 











had to the Eximbank and World Bank. 
Both the Latin American governments and 
the private utility companies representing 
American, Canadian, and European capi- 
tal have bent their efforts to this end. In 
the final analysis it is the credit of the gov- 
ernment of the United States which is 
financing most of the power expansion of 
Latin America today. Uncle Sam has in 
large part filled the place left vacant by 
the private capitalist of the 1920's. 


. ion adverse effect of national policies 
on private international investment in 
electric power was the subject of the com- 
ment to the shareholders of “Sofina” in 
Brussels last April by Dannie N. Heine- 
man of New York, chairman of the stand- 
ing committee. As the trend toward state 
ownership grows, he said, the prospect of 
drawing on foreign (private) capital re- 
sources diminishes. Private capital won’t 
flow to state-owned enterprises; nor will 
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intergovernmental loans entirely fill the 
gap, he stated. “They are unlikely to be 
on a large enough scale to finance state 
industries for economic development... 
at the rate that would be possible under 
private enterprise financed by foreign 
capital. My misgivings about the future 
relate not to the physical opportunities for 
enterprise, but to the establishment of the 
favorable moral and political climate.” 
Mr. Heineman concludes that “Bor- 
rowing countries must free themselves 
from the illusions that private foreign 
investment is detrimental to their inter- 
ests, or that they can get capital almost on 
their own terms. They must convince in- 
vestors of their change of heart by giving 
scrupulously fair treatment to existing in- 
vestments.”® This good advice would 
8 Regarding Sofina’s experience in Spain, see 
“Barcelona—A Spanish Lesson for Investors,” 
Pusiic Utimitres Fortnicutty, April 23, 1953. 
Sofina has substantial interests in the Cia. Argen- 


tina de Electricidad and the Mexican Light & 
Power Company. 


























more likely be followed by Latin Ameri- 
can governments were not money obtain- 
able through channels in Washington. 
Eximbank and World Bank money has 
been of tremendous help. But Latin Amer- 
ican governments lately have shown bet- 
ter realization of the fact that private 
operation of existing utilities cannot be 
abruptly ended without great harm. 


An Expert’s Analysis 


HE Latin American policy maker, 
observes Simon G. Hanson,’ has been 
extremely conscious in recent years of the 
fact that mechanical energy resources are 
the controlling factor in economic activity 
and that the rate at which the nation can 
effectively mobilize its energy potential 
largely determines the extent to which it 
can advance the welfare of its people. Be- 
cause of policy and other considerations 
affecting petroleum in Latin American 
countries, the most promising source of 
energy there is water power, which re- 
quires costly capital installations and ad- 
vanced engineering and managerial skills. 
For these Latin America has depended and 
continues to depend on foreign sources, 
mainly the United States. 
Hanson lists as policy considerations 
affecting electricity production in Latin 
America the following: 


(1) The desire to have low-cost 
electricity as an economic stimulus. 

(2) The fact that the industry has 
been dominated by a few foreign com- 
panies, vulnerable to popular anti- 
foreign prejudice and with their earn- 
ings closely controlled by regulatory 
bodies. 





4Economic Development in Latin America, 
Washington, 1951. 
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(3) The immense capital require- 
ments of the industry. 

(4) The clash of interest between 
the electric industry’s capital require- 
ments and those of expanding local 
industry. 

(5) Pressure to nationalize the elec- 
tric power industry, whether due to 
antiforeignism, impatience with the 
rate of expansion by the industry’s 
foreign owners, desire to use the indus- 
try’s profits to subsidize economic ex- 
pansion in unprofitable regions, and the 
like. 

(6) Lack of interest on the part of 
domestic private capital and govern- 
ment unwillingness to allow the indus- 
try a rate of return comparable to pre- 
vailing returns on other Latin Ameri- 
can investments. 

(7) Inability to finance electric 
power requirements out of resources 
which the local government could 
mobilize at home. 

(8) The view that power installa- 
tions do not directly increase the coun- 
try’s foreign exchange earnings and 
hence impose a drain on foreign ex- 
change resources until such time as they 
produce an increase in exports or less- 
ening of imports. 


HE inability of Latin American coun- 

tries to obtain capital readily to 
finance power expansion is interlocked 
with the inability of foreign capital to re- 
ly on the local governments for fair treat- 
ment as to earnings as well as the with- 
drawal of the earnings, if any, from the 
country. “All too frequently in Latin 
America,” states Hanson, “rate regula- 
tion for the utilities has meant merely a 
demand that rates be lowered rather than 
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an attempt to determine the value of prop- 
erties on a fair basis and the fixing of rates 
to yield adequate returns.” In Brazil, it 
was because raising equity capital for the 
industry became difficult, so that in 1947- 
49 the private foreign utility companies 
began to use the credit facilities of the 
Export-Import Bank and the World 
Bank. From the former the American 
& Foreign Power Company borrowed 
$8,300,000 in 1948; and from the latter 
the Brazilian Traction, Light & Power 
Company borrowed $75,000,000 in 1949. 

Smaller Brazilian electric utilities 
looked to their local and national gov- 
ernments for capital and those govern- 
ments in turn looked abroad. Increasingly 
the credit of the Brazilian government 
was to be involved. 

In Argentina the inability of foreign- 
owned electric utilities to keep abreast of 
the demand for power has been compli- 
cated by the policy of nationalizing for- 
eign properties. The 1949 Constitution 
provided that privately owned utilities be 
transferred to the state by purchase or 
expropriation, a fact which has kept new 
foreign capital out. Already in 1949 the 
American & Foreign Power Company 
reported that for some years it had 
brought no new capital into Argentina, 
the company having already suffered ex- 
propriation of some of its properties and 
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experienced difficulty in negotiating rea- 
sonable settlements. 

Payment for nationalized properties, 
moreover, is made at the cost of slowing 
up the availability of capital for other 
industrial projects.® 


7 American & Foreign Power Com- 

pany is the leading distributor of 
electric power in Chile. There, in 1939, 
the government created the Corporacion 
de Fomento de la Produccion, which was 
to carry out a large expansion in Chile’s 
production of electric energy based on 
the government’s credit. In this program 
profit making was assigned a secondary 
role. The plan called for the government 
to build central generators and main 
transmission lines and substations and 
thereby to distribute government-gener- 
ated energy to distributive enterprises, in- 
dustries, and others. By retaining owner- 
ship the government hoped to be able to 
influence the price and availability of 
power to lines which it particularly 
wanted to encourage. In the North, 
where hydroelectric potentialities are 
limited, steam plants were provided. In 
the South power was to stimulate coal 
and steel activity. 





5 The nearly $100,000,000 (U. S. funds) which 
Argentina used in 1946 to acquire existing telephone 
properties used up reserves which otherwise might 
have been applied to power expansion. 


cost of power expansion already have been instituted in several 


q “Some compulsory consumer contributions to the local currency 


countries. Mexico for some years has helped finance expansion 
of government properties by a surcharge on electric rates. In 
Chile a construction surcharge on electric rates has been in force 
for the government-owned utilities and is to be applied to the 
American-owned (A&FPC) Chilean Electric Company as 


well.” 
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The Corporacion de Fomento has relied 
heavily on the Export-Import Bank for 
capital; but has also availed itself of the 
resources of the World Bank. 


I aes government long has par- 

ticipated in the production of electric 
power. During World War II an Ameri- 
can group took over from an uncompleted 
development on the Rio Negro, which had 
been started by German interests. Here, 
too, Eximbank funds have played a rdle. 
In Cuba more than 90 per cent of power 
for public use is provided by the Ameri- 
can & Foreign Power Company, the 
largest consumer being the Habana Elec- 
tric Railway Company. In Colombia more 
than half of the electric plants are munici- 
pally owned. Hanson reports that expan- 
sion of privately owned installations has 
continued “despite harassment by some of 
the municipalities and a slow process of 
expropriation.” 

In 1950, it is estimated, two-thirds of 
the investment in Latin America’s power 
industry was foreign and 40 per cent of 
the total was American. Not since the 
late 1920’s has foreign private capital 
been available in substantial volume. Nor 
has local Latin American private capital 
stepped in to fill the need. Efforts of 
American & Foreign Power Company 
subsidiaries to interest local private inves- 
tors and local public agencies in investing 
have proven incommensurate with the 
needs. Alternative local investments, 
especially in real estate, have held much 
more attraction. 


Compulsory Local Financing Is 
Developing 


\ \ Jitu the exploding population in 
Latin America and with power sup- 
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ply almost everywhere unequal to present 
demand, to say nothing of future demand 
when present plans for industrial expan- 
sion start to be realized, continued and 
perhaps expanded reliance on the Exim- 
bank and World Bank for power capital 
seems certain. But there is at least some 
awareness that in the long run Latin 
America must be asked to provide out of 
its own resources a larger share of the 
cost of power development. If the Latin 
American public cannot be persuaded to 
put its savings into public utility bonds 
or shares because of the far more attrac- 
tive returns obtainable in alternative in- 
vestments at home or because it is 
attracted by the political safety and 
anonymity of investment in the United 
States, perhaps—some think—it will have 
to be forced to invest in its own utilities 
by a “constructive surcharge” on its 
power bill. 


A the 1953 governors’ meeting of the 

World Bank, President Eugene Black 
dealt with this idea. We have space for 
only a limited quotation: 


... To the maximum possible extent, 
those who are the users of power should 
contribute more than they have done 
in the past toward providing the funds 
for expansion. I do not believe that 
such an approach would impose an un- 
duly heavy burden; the cost of power, 
within any likely limits, can only be a 
small factor in the production costs of 
industry or in the domestic budget. 
If the needed flow of funds is to be 
induced, novel and ingenious financing 
techniques will have to be adopted to 
meet conditions where orthodox finan- 
cial institutions or mechanisms or in- 
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vestment habits are, so far, in their in- 
fancy. For example, I think it is worth 
considering the possibility of imposing 
a “construction funds surcharge” on 
the basic rates, which would be paid 
by the consumer in cash, but in return 
for which he would be entitled to re- 
ceive an equivalent in stock or deben- 
tures of the undertaking. 

It is, I think, regrettable that, at 
some times in some countries, the rates 
charged to the consumer for power are 
fixed by the authorities more with 
reference to the political factors of the 
times than with proper regard to the 
economic necessities of particular situa- 
tions. When this happens, every sound 
financial and business consideration 
runs the risk of being sacrificed in what 
is believed to be the cause of cheap 
power. But if power can be made cheap 
only by charging rates that do not pro- 
vide an economic return, the power 
undertakings are denied the ability to 
raise not only funds to finance needed 
expansion, but even the funds to main- 
tain their existing plants in good order. 
In such circumstances, a community in 
the long run must be a heavy loser. 

All these considerations that I have 
mentioned apply with equal force 
whether the industry is government- 
owned or privately owned, and whether 
the private segment is in domestic 
ownership or in foreign ownership. 
The economic facts of life are no 
respecters either of governments or of 
persons. 

It is encouraging to note that a better 
understanding of this important and 
complex problem is beginning to be 
shown and that more realistic policies 
are beginning to emerge. 
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In one of our member countries, 
where the bank has financed power de- 
velopment on a substantial scale, the 
problems of future financing have re- 
cently become pressing. The authori- 
ties in that country have agreed with 
the bank that a joint study should be 
undertaken of the power expansion 
program and of the measures required 
to finance development both in the pri- 
vate and in the government sector. I 
hope that conclusions and recommenda- 
tions will emerge that will evoke wide 
interest. 


ewe na Mr. Black was alluding to 
Mexico is not known. However, the 
Mexican government has announced the 
launching of such a study of the country’s 
long-range power problem and its finan- 
cial aspects. 

That study includes : 


(a) A survey of the over-all market 
for power and a projection of future 
demand; 

(b) A study of the size, type, and 
number of plants necessary to supply 
the necessary capacity to meet the 
demand; 

(c) A study of where new generat- 
ing plants should be located and of the 
most efficient layout for transmission 
and distribution of power ; 

(d) Determination of the magnitude 
of investment required to carry out the 
program; 

(e) Ascertainment of the gap, if any, 
in available investment resources to 
meet the investment requirements of 
the program; 

(f) A study of the steps that should 
be taken to attract private capital — 
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local and foreign— into investing in 
the program. 


Some compulsory consumer contribu- 
tions to the local currency cost of power 
expansion already have been instituted in 
several countries. Mexico for some years 
has helped finance expansion of govern- 
ment properties by a surcharge on electric 
rates. In Chile a construction surcharge 
on electric rates has been in force for 
the government-owned utilities and is 
to be applied to the American-owned 
(A&FPC) Chilean Electric Company as 
well. Use of the same device in Brazil is 
contemplated to create an Electrification 
Development Fund and a Brazilian De- 
velopment Bank has been started with the 
proceeds of an income tax surcharge. 


Experience with Voluntary Local 
Financing Spotty 


A’ for voluntary local financing, as we 

have noted the American & Foreign 
Power Company has offered its subsidi- 
aries’ securities to local investors in coun- 
tries where it operates, with varying de- 
grees of success. The effort has had rela- 
tively good results in Brazil, although it 
has been necessary to supplement in other 
ways the local currency thus raised. A 
good start has been made in Cuba; and 
some funds have been raised in this man- 
ner in Costa Rica, Panama, Ecuador, and 
Venezuela. But this method of raising 
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money has its limitations. In Costa Rica, 
for instance, people say that the local 
currency 8 per cent bonds of the Cia 
Nacional de Fuerza—the A&FPC subsid- 
iary—are a fine investment, “but what is 
the government going to do about nation- 
alizing the company?” The new Presi- 
dent, José Figueres, wants to buy out the 
foreign utility as soon as he can get the 
means to do so. Another handicap there 
is the fact that the banks, which have 
been nationalized, and the insurance com- 
pany may invest only in 4 per cent gov- 
ernment bonds. Costa Ricans, incidental- 
ly, show no interest in the company’s 
common or preferred stock. 

Still another device for tapping local 
savings is embodied in a Mexican govern- 
ment proposal involving a government 
guaranty of securities to be issued locally 
by private companies to finance utility 
construction. Sometimes utilities borrow 
directly from the national government. 
Thus, the Mexican Light & Power Com- 
pany, to replenish a low cash position, in 
1952 borrowed from the Mexican govern- 
ment under an agreement calling for 
monthly repayments. In Colombia the 
American & Foreign Power Company has 
an arrangement with the government for 
construction funds for a 20-year period. 


rr Cuba the same company has arranged 
short-term bank loans which in some 
instances the banks have offered to con- 





Eximbank 
Cash from Advances for Credits 
Operations and Construction Proceeds of (Partly 
Other Internal By A&FPC Sale of 
Years Sources (Net) Securities Negotiation) 
1946-52 ..... 58 26 10 6 
aw Y J 
1953-56 ..... 53 148 33 


€ Includes bank loans. 
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vert into long-term loans, while at the operations and advances by the mother 
same time, during three years the com- company are to supply a diminishing 
pany’s subsidiary, the Cuban Electric although still substantial share; and Ex- 
Company, has sold more than $1,800,000 imbank credits are marked down for a 




























of senior securities to the public. Bank much larger rdle than heretofore: $73,- 
loans also have been arranged by the com- 097,000 out of $220,934,000 in the 4-year 
pany’s subsidiaries in Brazil. Local in- period. This large expansion the com- 
vestors own 36 per cent of the subsidiary pany describes as the minimum construc- 
operating in Bello Horizonte and over 40 tion desirable to keep abreast of the ex- 
per cent in Curitiba, Niteroi, and the in- panding demands for power as well as to 
terior of the state of Sao Paulo. avoid nationalization of its properties. 
These mixed results, it should be noted, Over 90 per cent of the expansion is listed 
have not met the need for capital to ex- for “areas where we have received reason- 
pand existing power properties. Since able treatment in the past,” and where the 
1945 the American & Foreign Power earnings from the new construction will 
Company has increased its net investment materially improve the rate of return. 
in Brazil by more than $28,000,000 and At the end of 1952 A&FPC subsidi- 
in Cuba by more than. $35,000,000. A aries in Brazil, Costa Rica, Cuba, and 
tabulation published by the company in Mexico had outstanding dollar long-term 


New York last September shows planned debt totaling more than $20,230,000. Of 
construction in Latin America during this about $2,216,000 was privately held ‘ 
the four years 1953-56 totaling nearly debt of the Costa Rican, Mexican, and [| 
$221,000,000, or more than the nearly Panamanian subsidiaries. Almost all the [| 
$214,000,000 so spent during the preced- rest was held by the Eximbank. i 


ing seven years. The sources of the neces- Foreign currency obligations of 
sary funds were reported in per cent, as A&FPC subsidiaries in eight countries at | 
shown in the table on page 27. current exchange rates were the equiva- _ 
lent of some $38,000,000. Some of the : 
| eens of the sale of securities thus foreign currency debt is in pounds sterling [7 
are seen to supply, on the whole, but and in Canadian gold dollars ; the rest is in 
a minor part of American & Foreign Latin American currencies. All of it is | [ 
Power’s new capital needs; cash from privately held. 


In the second and final instalment the part played by Washington-made financial 
policies in Latin American utility development is further explored. j 








q “DEFICIT spending is the surest road to disaster in our system of 
free men and the surest road to disaster in our defense against the 
Communist horde.” 
—HERBERT Hoover, 
Former President of the United States. 
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Washington and 
the Utilities 


Summer Recess on Phillips Case 
HE decision of the Phillips Petroleum 
Company to petition the U. S. Su- 

preme Court for a rehearing, following 

the court’s recent opinion holding inde- 
pendent producers subject to the Natural 

Gas Act, is another bloc against prompt 

and early assertion of FPC jurisdiction. It 

is apparently the first step in the program 
of the independent producers of gas to 
avoid the assumption of such jurisdiction. 
K. S. Adams, chairman of the Phillips 
Company, said in a statement: 


The decision of a majority of the 
Supreme Court is unfortunate, not 
alone from the standpoint of the oil- 
and gas-producing industry, but also 
from the standpoint of the consumers. 
Portions of the opinion suggest a 
sweeping extension of governmental 
regulation to a whole industry not 
heretofore subject to regulation by the 
federal government, the business of the 
independent producers of natural gas. 

This goes farther than even our 
opponents in this proceeding dared to 
claim. There is language that indicates 
that an individual owner of a single gas 
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well is a natural gas company and will 
be regulated accordingly if the gas 
which he sells from his well is even- 
tually sold in another state. 


Following the expected denial of re- 
hearing, which is the usual outcome of 
such a motion, Congress will be asked to 
revive amendatory legislation along the 
lines of the old Kerr Bill. Since the court 
could not act until next October, and the 
next Congress will not convene in regular 
session until January, it is apparent that 
the Phillips Company at least has no in- 
tention of conceding FPC jurisdiction at 
an early date. 


_ of the present Congress plan to 
adjourn the current session July 31st, 
which hardly leaves any time for any seri- 
ous effort to pass a Kerr-type bill before 
the summer recess. 

President Eisenhower, with party ties 
heavily committed in the middle west con- 
sumer states, is likely to keep hands off 
the situation. Senate Democratic Leader 
Johnson (Texas) urged the President to 
call in representatives of the natural gas 
industry, the FPC, and other interested 
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parties to draw up recommendations for 
the exercise of the new jurisdiction. 

Senator Kerr (Democrat, Oklahoma) 
blasted the decision as judicial law mak- 
ing. Rayburn L. Foster, vice president 
and counsel for the Phillips Company, 
told the Practising Law Institute in New 
York on the day after the decision that 
Congress would be called upon to undo 
what the Supreme Court has done. But 
FPC Commissioner Smith, while noting 
that the decision takes the FPC into the 
area of field price jurisdiction, called upon 
the industry to “count to ten before 
stampeding into action.” 

Aside from probable delays in putting a 
working plan of FPC control into action, 
gas industry and government policy meet- 
ings become almost necessary. Independ- 
ent gas producers, most immediately 
affected, will doubtless try to get together 
on some plan of action. Mr. Foster 
thought that the decision would result in 
gas being held out of interstate movement, 
thus reducing supply to the major con- 
suming areas outside of the producing 
states and increasing the cost. The same 
thought is reflected in Justice Clark’s 
dissenting opinion. The petroleum indus- 
try will be most concerned about the pos- 
sible impact of FPC gas jurisdiction on 
related fields, such as oil, petro chemicals, 
and even coal. The transition for the 
FPC will be eased by its recent decision 
in the Panhandle Eastern Pipe Line Case 
to adopt field price in rate making for gas 
production facilities. 


¥ 


Niagara Bill May Also Be 
Stalemated 
HE action of the Senate Public 
Works Committee in reporting out 
the Case Bill (S 2599) reduces the 
chances of any final action during the 
present session of Congress on contro- 
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versial proposals for developing hydro- 
electric power at Niagara Falls. The Case 
Bill would leave to the FPC the question 
of deciding who shall develop the power. 
The House has already passed, by an 
overwhelming majority, a measure pro- 
viding for development by five private 
power companies. Chairman Martin (Re- 
publican, Pennsylvania) would not reveal 
the vote. But it was rumored to be 7-6 
for the Case Bill, 4-9 for the 5-company 
bill, and 0-13 for the Ives (state) Bill. 


~~ York state’s ambition to extend 
its activity to include Niagara 
power resulted in repercussions at the 
Hoover Commission Task Force hearing 
in New York city on June 14th. The Task 
Force on Water Resources and Power 
had received a statement from Gwilym A. 
Price, president of the Westinghouse 
Electric Corporation, to the effect that the 
Niagara Falls state project “is the clearest 
possible case of unnecessary government 
intrusion into areas best served by 
investor-owned utilities.” 

Robert Moses, chairman of the New 
York State Power Authority, wrote a let- 
ter pointing out that Mr. Price is engaged 
in selling equipment, and that the state 
might have to get its equipment from 
foreign bidders, if the domestic manufac- 
turers continue to mix into state policies. 
This letter was denounced as a “threat” 
by Governor J. Bracken Lee of Utah, a 
member of the task force. He observed 
that the purpose of the hearing was to 
develop free expression of opinion from 
all interested parties. Chairman Moreell 
added, that his group welcomed full ex- 
pression of divergent views. 


* 


Power Policy Bill Unveiled 


ere incorporating the general and 
over-all power policy views of the 
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administration was introduced last month, 
apparently with the idea of educating 
rather than immediate expectation of 
legislation. This was a bill (S 3606), 
sponsored by Senators Martin (Republi- 
can, Pennsylvania) and Butler (Republi- 
can, Nebraska), to establish a national 
water resources policy. 

Because of the comprehensive nature 
of the bill and the lateness of the present 
congressional session, it is unlikely that 
any final action will be taken on the meas- 
ure before adjournment. But the hearings, 
which are planned before both the Senate 
Interior Affairs and Public Works com- 
mittees, should be able to lay most of the 
groundwork necessary for enactment in 
the next session of Congress. The bill 
was introduced at the request of the 
Water Resources Policy Committee of the 
National Water Conservation Confer- 
ence. It is in line with President Eisen- 
hower’s recent speech before the National 
Rivers and Harbors Congress. 

There are eight points of project devel- 
opment policy outlined in the Martin- 
Butler measure. They are as follows: 


(1) Recognition of local interests in 
water resource development programs 
and encouragement of interstate com- 
pacts where necessary ; 

(2) Authorization by Congress alone 
of all projects in which the federal gov- 
ernment participates ; 

(3) Participation in financing and 
operation of projects by states or local 
agencies and by private interests; 

(4) Loans to states and local agen- 
cies for construction and acquisition of 
projects; 

(5) Elimination of duplication and 
competition among federal agencies 
dealing with water resources projects 
and clarifying the scope of their 
activities ; 

(6) Establishment of uniform stand- 
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ards for determining economic and 
financial feasibility of projects, includ- 
ing a clear showing of all subsidies 
involved ; 

(7) Discontinuance of present poli- 
cies classifying functions of develop- 
ment projects relating to flood control, 
navigation, etc., as being primarily in 
the national interest and therefore non- 
reimbursable and requiring payment of 
an equitable share of the costs of pro- 
viding such functions by beneficiaries; 

(8) Administration of the prefer- 
ence clause in a manner fair and equita- 
ble to both public and private power 
agencies. 


N addition, the bill provides that the 

development, production, and distribu- 
tion of hydroelectric power would be 
undertaken by the federal government, 
only when such activities constitute an in- 
tegral part of a multipurpose water re- 
source development project devoted to 
reclamation, flood controi, and naviga- 
tion. The bill would rule out federal sub- 
sidies for the development, production, 
and transmission of hydroelectric power. 
Project costs properly allocable to power 
development would be repaid in full to the 
Treasury within fifty years. Such costs 
would include construction, interest on 
capital, and interest during construction 
at the prevailing federal borrowing rate. 

Rates at which federal power is sold 
would be sufficient to cover all financial 
costs, annual costs of operation and main- 
tenance, and an annual allowance for re- 
placements. Such rates may also include 
an amount to provide funds for repay- 
ment of reclamation or other functions 
now decreed by law as being wholly or 
partly reimbursable if such costs are be- 
yond the ability of the users benefited by 
such functions to pay. In addition, rates 
may include a reasonable allowance for 
taxes or payment in lieu of taxes. 
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W estern Union Seeks Higher 
Rates 


HE Western Union Telegraph Com- 

pany has filed increased rate sched- 
ules with the Federal Communications 
Commission designed to produce addi- 
tional net annual revenues of approxi- 
mately $10,000,000 when effective for 
both interstate and intrastate messages. 
The new rates will be effective July 15th 
if approved by the FCC. The company 
cited the need to offset higher wage costs 
under recent union contract renewals in 
requesting additional rates. Western Un- 
ion’s gross rates last year were $220,400,- 
000. In the first four months of this year, 
revenues amounted to $69,700,000, or 
about $3,000,000 less than in the same 
period of 1953. 

Special incentives to encourage greater 
use of the telegraph are provided in the 
new rate structure. A 20-cent discount will 
be applied on each message in excess of 
100 a month sent by users, who have di- 
rect wire connections with the telegraph 
system. 

The discount will recognize West- 
ern Union savings in labor costs on mes- 
sages transmitted by customers to the tele- 
graph company over facsimile, teleprinter, 
and other direct wire connections. Such 
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Wire and Wireless 


Communication 


a monthly figure was set because equip- 
ment and maintenance costs offset labor 
savings on the first 100 messages. As a re- 
sult of the discount feature, unique in the 
company’s 103-year history, over-all tele- 
graph costs for such telegraph users with 
direct wire connections will be less than 
before the excise tax reduction last April 
Ist. 


HE new rates will continue the more 
generous word allowances of 15 
words in telegrams, instead of 10, for the 
basic minimum charge. More liberal word 
allowances will also continue for night let- 
ters, with 50 words for the minimum 
charge, in place of 25. Occasional users 
will also benefit by the recent excise tax 
reduction and by continuance of the great- 
er word allowances in messages. As a re- 
sult, the cost of the 15-word fast telegram 
will be only a cent more in most cases, with 
no increase at all to the most distant points. 
Another incentive in the new rate struc- 
ture, designed to stimulate the use of addi- 
tional words beyond the basic 15 in tele- 
grams, is the revision of the charges for 
additional words. The per-word charge to 
more distant points will be reduced by 
one-half cent to two cents, while addition- 
al words to near-by points will cost only 
one-half cent or one cent more. 
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FCC Amends Pension 


Accounting Rules 

7 FCC has adopted a proposed 

amendment to its accounting rules for 
class A and class B telephone companies, 
telegraph and cable carriers. The rule 
deals with pension costs based on service 
by employees rendered prior to the period 
for which the accruals are made. Such 
charges may be spread over more than 
one year. 

The exact language of the changes and 
rules made by this amendment is contained 
in the following new language which has 
become incorporated in the FCC rules, 
“§ 31.672 (b)”: 

(b) If the company has definitely un- 
dertaken by contract to pay pensions to 
employees when regularly retired for 
superannuation or disability and has 
established a fund to be held in trust for 
such pension purposes, the company 
shall charge to this account monthly 
amounts determined through the appli- 
cation of equitable actuarial factors to 
the current payrolls, which, together 
with interest accruals on the trust funds, 
will as nearly as may be, provide for the 
payment of such pensions, or for the 
purchase of annuities corresponding 
thereto. There may be included in this 
account reasonable amounts to provide 
for pension costs based on service ren- 
dered prior to the period for which the 
accruals are made. Such amounts may 
be spread over a reasonable period of 
years if inclusion in the current year 
seriously distorts the expenses of that 
year. Amounts charged to this account 
under the provisions of this paragraph 
shall be concurrently credited to a sep- 
arate subaccount under account 170, 
“Provident reserve.” The amounts ac- 
crued in each year shall correspond to 
the aggregate of the amounts expended 
directly by the company for pensions 
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or annuities during the year and 
amounts paid into the trust fund. The 
company shall maintain a complete rec- 
ord of the actuarial computations 
through which the accrual each month 
of its pension liabilities is established. 


ohn new regulations are applicable, of 
course, only to the interstate service 
of Bell system companies and the larger 
independent companies subject to FCC 
regulation. Furthermore, they apply only 
to how the books are kept regarding such 
interstate service. In its twenty years of 
existence, the FCC has never had before 
it a full-dress interstate telephone rate 
case that required going into the matter 
of allowing operating expenses. 

State commissions are thus free to fol- 
low a contrary practice with respect toe 
intrastate rate making. A recent example 
is the decision of the Ohio Public Utilities 
Commission which swept away one-third 
of an approved rate increase granted the 
Cincinnati & Suburban Bell Telephone 
Company. The company had been collect- 
ing a $4,600,000 annual rate increase un- 
der a schedule submitted a year ago. But 
the commission was ordered to re-examine 
figures used in reaching its original deci- 
sion after a hearing before the Ohio su- 
preme court. 

In compliance with the order of the 
Ohio supreme court, the commission elim- 
inated from operating expenses amounts 
it had previously allowed for excess profits 
tax, pension amortization, and interest 
payments. In so doing, the commission 
found that the reduced gross revenue al- 
lowed would produce the same amount of 
net income that the company had requested 
in its original application ($770,000). The 
opinion of the court read in part as fol- 
lows: 


Contributions by a telephone com- 
pany to the amortization of a deficiency 
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in an “actuarial reserve” for the pen- 
sion fund of its employees, to cover 
service of such employees rendered be- 
fore such fund was put on an actuarial 
basis, are not a proper or legal charge 
to be included as a recurring annual op- 
erating expense in fixing telephone 
rates, where such “actuarial reserve” 
deficiency will be fully amortized over 
a period of ten years and within eight- 
een months after the date certain fixed 
by the commission for rate-making pur- 


poses. 


The rate of return finally allowed, after 
making adjustments prescribed by the 
state court, was 5.84 per cent. Under the 
original order, it was 5.72 per cent. 


+ 
“Fair Value’ Formula 


Urged in Ohio 
HAIRMAN Robert L. Moulton of the 
Ohio Public Utilities Commission has 
thrown his support behind a bill to elim- 
inate the use of “reproduction cost new, 
less depreciation,” in determining the 
rate base for Ohio utilities. At a hearing 
conducted by the State Legislative Service 
Commission’s public utilities committee, 
Moulton suggested that the formula now 
used be replaced with providing for a rea- 
sonable return upon the “fair value” of the 
property of the utility, as determined by 
reproduction cost new, original cost, and 
other factors. 

Such legislation was unsuccessfully in- 
troduced in the 1953 Ohio legislature un- 
der sponsorship of Governor Lausche. 
Lausche contended that the state’s present 
rate base procedure for gas, electric, and 
telephone companies tends to discourage 
modernization. The interim study group is 
now considering the issue and will report 
its findings and recommendations to the 
1955 legislature. 

Two other members of the Ohio com- 
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mission, Ray O. Martin, Democrat, and 
Ralph Winter, Republican, opposed Moul- 
ton’s views on grounds that changing the 
existing rate procedure would result in 
chaos and probably higher rates to con- 
sumers. Under questioning by Ohio 
Speaker William Saxbe, who heads the 
interim study committee, Moulton dis- 
agreed with Martin and Winter. He con- 
tended that changing to the “fair value” 
formula would prove tremendously im- 
portant to cities in combating rate in- 
creases. 

Although conceding that the new “fair 
value” formula would tend to give the 
commission broader discretionary powers 
than it now enjoys, Moulton declared that 
“the courts would stop any abuse of dis- 
cretion.” He said application of the for- 
mula in other states has pretty well estab- 
lished what commissioners can and cannot 
do. Moulton also urged the creation of 
a post of public defender to protect the 
public from so-called “rate gouging.” He 
said a public defender should have the 
right to say whether or not a rate case 
should be appealed. 

* 
Mountain States Rate Boost 
Again Denied 

. supreme court of New Mexico 

has refused to overturn its May 8th 
decision which denied Mountain States 
Telephone & Telegraph Company a $1,- 
741,000 gross annual rate increase previ- 
ously approved by the state corporation 
commission. The company has requested 
the commission to approve an interim 
emergency rate schedule and has asked for 
a hearing under the “open-end filing pro- 
cedure,” suggested by the supreme court 
with a view to establishing rates satisfac- 
tory to all concerned. The interim rate in- 
crease would be about 80 per cent of the 
abolished rate boost. The company faces 
the problem of refunding some $750,000. 








Financial News 
and Comment 


By OWEN ELY 


Utility Earnings Requirements 
—The Competitive Test 


a S. MERRILL, executive vice 
president of Standard Research Con- 
sultants, recently delivered an interesting 
address on the above topic before the New 
Jersey Utilities Association, from which 
we summarize as follows: 

There has been a great diversity of 
opinion and reasoning as to just how much 
net earnings the utilities require and how 
these earnings should be measured. Some 
companies may emphasize the need for 
more adequate depreciation reserves to off- 
set the lower purchasing power of the 
dollar, while others insist on a reproduc- 
tion cost (net) rate base. Some may want 
sufficient earnings to keep the price of their 
common stock at a given percentage above 
book value, while others may want a rate 
of return comparable with that being 
earned by nonregulated industry. 
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A simple formula for determining earn- 
ings requirements would be welcomed by 
both the companies and the commissions. 
In fact, the search for such a formula 
led to the development of the so-called 
“cost-of-money” formula as applied to an 
original cost rate base. The utility com- 
panies themselves were originally respon- 
sible to some extent for the popularity of 
the “cost-of-money” method, Mr. Merrill 
thinks. In the late 1930’s and the early 
1940’s, a number of utility companies used 
this method of determining their required 
rate of return. At that time the stocks of 
these companies were depressed and hence 
the earnings-price ratios used in calculat- 
ing cost of money resulted in more satis- 
factory earnings-price ratios than is the 
case nowadays. 


(7 = used, the theory proved popular 
and studies on the cost of money have 
been presented in many important rate 
proceedings. In fact, the Federal Power 
Commission, in its Order No. 165, re- 
quired natural gas companies proposing 
major rate changes to submit data on cost 
of money, including earnings-price ratios 
to measure the cost of equity money. But 
the industry does not like this, since the 
stocks of many natural gas companies sell 
high in relation to current earnings, due 
in part to their popularity as “growth” 
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stocks. On the other hand, Mr. Merrill 
points out, a few gas companies like the 
method because their stocks sell low in 
relation to earnings; however, the FPC 
staff in these cases has contended that ad- 
justment must be made because of low 
dividend pay-out or other factors. This in- 
consistency on the part of the FPC staff 
indicates that the cost-of-money theory is 
basically unsatisfactory and that some 
new method should be developed. 

Until wartime and postwar inflation de- 
veloped, there was little issue over repro- 
duction cost since it differed little from 
original cost. But the commissions have 
been slow to adopt reproduction cost as 
a factor in the rate base because of slow 
and arbitrary methods used in the past by 
valuation engineers in attempting to re- 
produce every detailed item of physical 
plant inventory. Due to inflation it is now 
more necessary than in the past for the 
utility companies to urge use of reproduc- 
tion cost figures, but they should make the 
data as simple as possible in order to gain 
greater commission acceptance. 


ETURNING to the cost-of-money index, 
the current fallacy of using this meth- 
od is that the larger the dividend pay-out, 
the lower the earnings-price ratio tends to 
be—in other words, the company with the 
least conservative dividend policy has the 
lowest cost of money. Thus the stock- 
holders not only lose protection, but earn- 
ings also. Moreover, a company with a 
heavy debt ratio and low common stock 
equity is apt to have a lower over-all “cost 
of money” than the conservative company 
with a low debt ratio. Thus, a commission 
fixing rates entirely on a cost-of-money 
basis may well be encouraging imprudent 
utility financing. 
The major problem in a cost-of-money 
study is the computation of the earnings- 
price ratio, since this percentage is usually 
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several times as great as for the bonded 
debt portion of capitalization and hence 
of much greater weight in the final figure. 
There are often disagreements in rate 
cases as to whether the earnings-price 
ratio should be taken for a single year or 
averaged by a period of years. There is 
also a major issue over the question 
whether the earnings-price ratio really 
reflects the cost of equity capital. Mr. Mer- 
rill indicated his belief that it “seldom if 
ever measures equity cost in a going 
industry.” 

Certainly for industrial companies the 
concept of “cost of money” has little mean- 
ing. Thus, Allied Chemical & Dye over the 
past five years has sold at an average of 
13.7 times earnings, making the earnings- 
price ratio 7.3 per cent. This would not 
be too different from the average utility 
ratio. However, during this 5-year period 
the company has earned an average return 
of 15.7 per cent on the book value of the 
stock. If the company were regulated and 
the commission should fix the allowable 
rate of return on the basis of the earnings- 
price ratio, earnings would soon be re- 
duced about 54 per cent and the stock 
would decline sharply—thus in turn rais- 
ing the earnings-price ratio. This shows 
the basic fallacy of applying “cost of 
money” to equity capital. The important 
point is that to the extent that earnings- 
price ratios are used as a guide to rate 
of return they must be applied not to book 
value but to market value. 


M: MERRILL suggests that the best 
determination of utility earnings 
requirements is the approach suggested by 
the Supreme Court in the Bluefield Case 
(PUR1923D 11)—the relative risk ap- 
proach. The utilities, the railroads, and 
the industrial companies, whether regu- 
lated or not, all compete for the same con- 
sumer dollar. “When an investor buys a 
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security, he is interested in the safety of 
his investment, the earnings that will sup- 
port it, the dividends he will receive, and 
the potential appreciation which may ac- 
crue to him through growth of the enter- 
prise. Consequently, he will invest his 
funds in those securities and properties 
which show the best combination of all 
these factors applicable to his own needs, 
and he will avoid securities or properties 
which do not, in his opinion, have such 
attributes. The securities of those com- 
panies that have these essential investment 
characteristics will command a price in the 
market that will permit these companies 
to preserve their financial strength and 
integrity.” 

Industrial companies do not have their 
profits regulated by commissions, but they 
are nevertheless regulated by market com- 
petition. Since commission regulation is 
merely a substitute for competitive regu- 
lation, it should set the public utility profit 
at the competitive level. The Supreme 
Court in the Bluefield Case said : 


...A public utility is entitled to such 
rates as will permit it to earn a return 
on the value of the property which it 
employs for the convenience of the pub- 
lic equal to that generally being made at 
the same time and in the same general 
part of the country on investments in 
other business undertakings which are 
attended by corresponding risks and 
uncertainties .. . 


® applying this rule of comparison, it 
is necessary to compare the utility 
company with a nonregulated company, in 
order to avoid the difficulty that utility 
earnings are artificially governed by regu- 
lation. In seeking an industry which would 
furnish a comparison it is necessary to 
pick one with somewhat the same growth 
characteristics as utilities. Both the oil and 
chemical industries qualify as growth 
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stocks, as illustrated by Mr. Merrill’s 
chart, reproduced on page 37. Looking at 
the box headed “Earning Power,” we note 
that during the period 1939 to 1953 the 
earning power of the oil industry in- 
creased from about 6 per cent to over 12 
per cent and that of the chemical industry 
from 9 per cent in 1945 to 20 per cent 
in 1950 (later dropping to 12 per cent). 
During this period the electric utility in- 
dustry has shown very little increase in 
earning power, the earnings on invested 
capital remaining below 6 per cent during 
most of the period despite a tripling of 
electric output ; and the telephone industry 
has experienced an actual decline in earn- 
ing power from the 1939-40 level. 

Turning to the other box, we note that 
while oil stocks have tripled in price dur- 
ing the 14-year period through 1953 and 
chemical stocks increased almost 24 times 
(industrial stocks generally have more 
than doubled), electric utility stocks in- 
creased only one-third and American Tele- 
phone stock actually declined. 


HE chart pictures the earning power 

of the four industries and also gives 
the average earnings of 20 large industrial 
companies. This indicates quite clearly that 
the competitive model has not served as 
a basic guide to utility regulation: The 
return allowed utilities has remained well 
below the competitive level. “The con- 
sumer,” Mr. Merrill concludes, “instead 
of being placed in the same position vis-a- 
vis the public utility enterprise that he is 
in respect to truly competitive industry, 
has been placed in a preferential position 
in which he is in effect subsidized by the 
public utility investor.” 

He therefore feels that, while the rate 
of return should not of course be fixed at 
the current high level earned by the chem- 
ical and oil industries, nevertheless regu- 
lation should recognize that a substantial 
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competitive profit is a natural and neces- 
sary concomitant of growth—a return well 
above the 6 per cent earned before the 
war. This increased earning power is 
needed to increase surplus and reduce debt, 
provide for replacement of plant at in- 
flated price levels, to aid the present con- 
struction program, etc. During a period of 
rapid growth such as at present, the utili- 
ties like other business concerns should 
follow a conservative dividend policy and 
strengthen their capital position—but the 
utilities are not in a position to do this if 
their earning power does not benefit from 
growth in demand. 


HE American consumer is interested 

in efficiency, progress, and the latest 
modern equipment. He does not believe in 
penny pinching in profits so long as the 
enterprise is successful and progressive. 
The utility industry should not be held 
down to a minimum subsistence level of 
earnings, by a cost-of-money approach or 
otherwise. 

Mr. Merrill admits that he has not “of- 
fered any short cut or easy approach to 
the problem of determining utility earn- 
ings requirements. . . . However, the basic 
concept of public utility regulation in a 
capitalistic competitive society is not a diffi- 
cult one. This concept is that utility earn- 
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ings should be set at the competitive level. 
In seeking an absolute measure through 
the cost-of-money approach, regulation has 
strayed from the basic concept and earn- 
ings have fallen below the competitive 
level and below the requirements of the 
industry. All investors in the utility indus- 
try have suffered as a result and have in 
effect subsidized the ratepayers. Thus far, 
the utility industry has been able to attract 
sufficient capital from new groups of in- 
vestors to provide necessary expansion. 
But then the utility industry has been un- 
able to build up surplus, to reduce debt 
sufficiently, and generally to build its finan- 
cial strength. It is important to the con- 
sumers, as well as the stockholders, that 
the utility companies remain financially 
strong and healthy. Adequate earnings will 
assure this strength. And the best guide 
of what constitutes adequacy is the earn- 
ings return of other business enterprises 
regulated by competition.” 


> 


1953 Reports of the Foreign 
Utilities 
n the recent EEI convention issue of the 
ForTNIGHTLY, the annual reports of 
leading electric utilities were reviewed, but 
space did not permit a summary of Ameri- 
can and Canadian utility systems operat- 
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CURRENT YIELD YARDSTICKS 


U. S. Long-term Bonds—Taxable .............. 
ROCIGY SCHAAR 5.55 6 sso'e wales sieedlowice es ease’ 


Comme seer seer eres eeeeesseees 


Medium-grade ....... 
Electsic Utility Common Stocks .......00sscvces 


Latest available Moody indices are used for utility bonds and stocks; Standard & Poor’s indices for 


May 14, 1954 Range 1953 Range 
1954 High Low High Low 
2.50% 2.70% 242% 3.15% 2.70% 


2.92 3.13 2.86 3.43 3.01 
2.99 3.19 2.92 3.59 3.07 
3.16 Sif 3.14 3.72 3.23 
3.48 3/2 3.51 3.94 3.50 
4.02 4.09 3.89 4.45 4.01 
4.32 4.51 4.27 4.87 4.43 
4.90 S23 4.83 5.72 5.01 
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comments as follows on the situation in 
Mexico: 


ing in foreign fields. The following is a 
brief review of three of these companies: 





American & Foreign Power Company, 
with 1953 revenues of $219,000,000, has 
operating subsidiaries in 11 Latin Ameri- 
can countries. Roughly three-quarters of 
these revenues were obtained (in almost 
equal amounts) from Chile, Brazil, and 
Cuba, with the remaining 28 per cent con- 
tributed by subsidiaries in Mexico, Vene- 
zuela, Argentina, etc. Some 95 per cent 
of revenues were from electricity, 2 per 
cent each from gas and transit, and 1 per 
cent from telephone, with negligible 
amounts from water and ice. The whole 
system serves a population of nearly 
20,000,000. 

One of the company’s principal prob- 
lems has been the fluctuations in foreign 
exchanges and the resulting difficulties in 
servicing the company’s securities in New 
York and financing the huge construction 
program. However, the Export-Import 
Bank at Washington has authorized 
credits to subsidiaries in Brazil and Cuba 
totaling about $73,000,000, and loans have 
been obtained from local banks such as 
the Banco Nacional de Cuba. Some se- 
curities of subsidiaries have also been sold 
locally, about $20,000,000 of common 
stocks having been placed in Brazil over 
the past five years. 

In 1953 consolidated earnings were 
$2.54 a share, a gain of 21 per cent over 
the 1952 figure; and corporate net in- 
come was $1.16, an increase of 24 per cent. 
Despite continued difficulties with foreign 
exchange in Chile and Brazil, earnings in 
the first quarter of 1954 were estimated 
at 22 cents a share compared with 21 cents 
a share for the 1953 period. 


N effect, foreign utilities face the same 
problem of inflation as utilities in the 
United States, but in much more aggra- 
vated form. The Foreign Power report 
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This new rate pattern is designed to 
provide an 8 per cent return on the 
Mexican peso rate base of the compa- 
nies involved. Not only do we consider 
the rate of return inadequate, but we 
have pointed out to the Mexican au- 
thorities that the method used in com- 
puting the rate base is decidedly unfair. 
We have taken the position, which we 
believe to be entirely sound, that if the 
rate base for what is, primarily, a dollar 
investment is to be stated in pesos, the 
dollar investment should be reflected by 
an amount in pesos that will always be 
equivalent to the actual dollars invested 
in the property until such time as the 
dollar investment is fully amortized. 
The recent devaluation, whereby the 
value of the Mexican currency was 
changed, overnight, from 8.65 to 12.5 
pesos to the dollar, serves to point up 
our contention that it is neither sound 
nor equitable that the foreign capital so 
badly needed to develop the electric 
power industry in Mexico should be 
exposed to partial confiscation every 
time the peso declines in value. 


Foreign Power’s major problems have 
been in the Argentine where it receives 
very little return (and no remittance of 
earnings) on its $100,000,000 investment. 
The company is hopeful of obtaining “an 
early resumption of negotiations with the 
Argentine authorities for the sale of our 
properties in that country to the Argentine 
government.” If the company should be 
able to recover its entire investment, this 
would be equivalent to an estimated $14 
a share on the common stock, but such a 
favorable settlement seems unlikely. 


pongo Traction, Licut & Pow- 
ER’s revenues in 1953 dropped to 
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$116,000,000 compared to $170,000,000 
in 1952, because of the sharp decline in the 
dollar value of the Brazilian cruzeiro. Net 
income was also reduced to less than half 
the 1952 figure ($1.40 a share compared 
with $2.96 in 1952). While drought condi- 
tions may have been partially to blame for 
the poor earnings, Brazil’s creation of a 
free exchange market under Law 1807, to 
operate alongside the previously estab- 
lished official market, was principally to 
blame. The official exchange rate con- 
tinued at 18.82 cruzeiros to the dollar, but 
the free exchange rate for the most non- 
essential imports has ranged as high as 
80 or 100 cruzeiros, it is understood. The 
company in previous years had used the 
official rate of exchange in converting its 
income into dollars, but in 1953 only the 
earnings actually remitted to the United 
States were valued on this basis and the 
remainder were valued at the average free 
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market rate for the year, 40.95 cruzeiros 
to the dollar. This would seem to be an 
ultraconservative method of restating the 
earnings. The Brazilian exchange picture 
is now gradually improving, and unless 
there are new setbacks it appears likely 
that next year’s report may make a better 
showing. While the company has resumed 
the $1 cash dividend rate, its stock sells 
around 8 to yield 12 per cent. 


\ ee LicHt & PowER CoMPANY, 
Ltp., already had prepared its an- 
nual report before the Mexican govern- 
ment announced the devaluation of the 
peso from the official rate of 8.65 pesos to 
the dollar to 12.50 pesos, effective April 
19th. In a note appended to its report, the 
management stated that it “is at present 
assessing the effects of this measure on 
the company’s earnings and on its general 
economic and financial situation . . .” 


DATA ON ELECTRIC UTILITY STOCKS 


6/16/54 


Rev. Price Div, 
(Mill.) About Rate 
$223 S American Gas & Elec. ..... 34 «= $1.64# 
31 O Arizona Public Service ... 19 .90 
8 O Arkansas Mo. Power ..... 20 1.12 
25 S Atlantic City Elec. ........ 33 1.50b 
5 O Bangor Hydro-Elec. ...... 30 1.80 
4 0 Black Hills P.& L. ...... 22 1.28 
82 S_ Boston Edison ............ 52 2.80 
18 A California Elec. Power .... 11 .60 
14 © "Galt Oregon Pr... ..6s.0: 29 1.60 
6 O Calif.-Pacific Utilities ..... 26 1.40 
52 S Garolma P. & L. ......... 22 1.00 
21 S Central Hudson G.& E.... 14 .70 
15 O Central Il. FE. &G....... 29 1.60 
29 S Central Ill. Light ........ 42 220 
40S Gentral til P. S: ....5 2.5. 22 1.20 
9 O Cent. Louisiana Elec. ..... 23 1.20 
27 O Central Maine Power ..... 21 1.20 
96 S Central & South West .... 25 1.16 
9 O Central Vermont P. S..... 15 84 
89 S Cincinnati G. & E. ....... 21 1.00# 
5 O Citizens Utilities .......... 17 48a 
91 S Cleveland Elec. Illum. .... 60 2.60 
3 O Colorado Cent. Power .... 23 1.20 
32 S Columbus & S.O.E....... 29 1.60 
329 S Commonwealth Edison .... 40 1.80c 
10 A Community Pub. Service .. 21 1.00# 
1 O Concord Electric ......... 36 = 2.40 
55 O Connecticut L. & P. ...... 16 944 





Cur- ——Share Earnings*. Price- = Mood. 
rent Cur. % In- 12 Mos. Earns. Pay- Bon 
Yield Period crease Ended Ratio Out Rating 
48% $2.39** D3% Apr. 14.2 69% — 
4.7 1.34 21 Apr. 14.2 67 — 
5.6 1.58 D12 Mar. 127 71 — 
4.5 1.87 15 Apr. 17.6 80 Aa 
6.0 243 23 Mar. 14.1 85 — 
5.8 2.06 19 Apr. 10.7 62 — 
5.4 2.96 D1 Dec. 17.6 95 Aaa 
Lies 88 7 Mar. 12.5 68 A 
5.5 1.89 15 Feb. 15.3 85 A 
5.6 2.10 3 Apr. 12.4 67 — 
45 LS} 4 Mar. 14.6 66 A 
5.0 95 18 Mar. 14.7 74 — 
5:5 1.99 D6 Mar. 146 80 A 
52 2.87 4 Apr. 14.6 77 Aa 
55 1.48 7 Mar. 14.9 81 A 
52 1:53 3 Mar. 15.0 78 Baa 
57 1.68 20 Apr. 12.5 71 A 
4.6 1.74 15 Mar. 14.4 67 — 
5.6 92 1 Apr. 16.3 91 A 
4.8 1.57 10 Mar. 13.4 64 Aaa 
5.4a 1.02 11 Mar. 16.7 39 Ba 
4.3 4.10 15 Mar. 14.6 63 Aaa 
52 1.53 10 Mar. 15.0 738 — 
55 2.10 6 Mar. 13.8 76 A 
45 2.28 8 = Mar. 17.5 79 Aaa 
48 1.56 5 Mar. 13.5 642@«CS 
6.7 2.48 31 Dec. 14.5 97 — 
5.9 147 22 ~=sOApr.. 13.7 80 #£=Aaa 
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Connecticut Power 

Consol. Edison 

Consol. Gas of Balt. ...... 
Consumers Power 

OOS _ & nee 
Delaware P.& L.......... 
Detroit Edison 

Duke Power 

Duquesne Light 

Eastern Util. Assoc. ...... 
Edison Sault Elec. ........ 
EI Paso Electric 

Empire Dist. Elec. ......... 
Fitchburg G. & E. ....... 
Florida Power Corp. ...... 
LCOS S 2 Cer 
General Pub. Util. 

Green Mt. Power 

cult Stetes Ui. .......'.... 
LES EO) a Sere 
Haverhill Elec. 

omen a & ©. co scsecss 
SEG 09s. Se sunses 
Idaho Power 

Illinois Power 

Indianapolis P. & L. :..... 
Interstate Power 

Towa Elec. L. & P. .......- 
Iowa-Ill. G. & E. ........ 
Iowa Power & Light 

Iowa Pub. Service 

Iowa Southern Util. ...... 
Kansas City P.& L. ...... 
Kansas Gas & Elec. ...... 
Renses Prt UA, oscscccses 
Kentucky Utilities 

Lake Superior D. P. ...... 
Lawrence Electric 

Long Island Lighting 
Louisville G. & E. ........ 
Rowell Baer, TA. 6 occ csscee 
Lynn G. & E. 

Madison G. & E. ......... 
Maine Public Service 
Michigan G. & E 

Middle South Util. ....... 
Minnesota P. & L. ....... 
Miss. Valley P. S. ....... 
DRMRDRNE BP. 0. Guisa.cseae's 
Missouri Utilities 
Montana Power 

New England Elec. ....... 
New England G. & E 

New Orleans P. S. ....... 
Newport Electric 

mM. u. ceete fee GG. is... 
Niagara Mohawk Power .. 
Northern Ind. P. S. ....... 
Northern States Pr. ...... 
Northwestern P. S. ....... 
Ohio Edison 

Oklahoma G. & E. 

Otter Tail Power 
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FINANCIAL NEWS AND COMMENT 








i 953 rm d 6/ F 6/54 pe Cc - <<< -—<= pte dend a ood. 
ev. ric : 4 . Earns. on 
(Mill.) (Continued) About Rete Yield Period crease Ended Ratio ont Reting 
106 S_ Penn Power & Light ...... 42 240 57 247 26 ~=s Apr. 152 87 A 
8 A Penn, Water & Power.... 38 2.00 5.3 2.13 D8 Dec. 178 94 +A 
187 S Philadelphia Elec. ........ 3606S s«i1.80)—S 5.0 2.43 11 Mar. 148 74 #&Aaa 
27 O Portland Gen. Elec. ....... 19 1.00 Sa 1.30 7 Apr 14.6 77 Baa 
50 S_ Potomac Elec. Power ..... 19 100 53 1.16 3. ‘Mar. 164 86 Aa 
56 °S Pub: Serv: of Colo: ....... 37 160 43 2.33 3 Mar. 159 69 #4xAa 
Zou. Pub Serv; B.& GC. 250665 27 160 5.9 1.75 2 ‘Mar. 154 91 Aa 
59 S Public Serv. of Ind. ........ 38 200 5.3 2.34 7 Mar. 16.2 85 Aa 
21 O Public Serv. of N. H. ... 16 .90 5.6 1.92 D12 Apr. 17.3 98 A 
8 O Public Serv. of N. M. ... 12 68 57 73 D12 ~~ Mar. 164 93 — 
20 O Puget Sound P.& L...-.. 30 1.64 5.5 1.88 25 Mar. 16.0 87 Baa 
46 S Rochester G. & E. ........ 43 7A): as PA 3.31 9 Mar. 130 68 
12 O Rockland L. & P. ........ 16 .60 3.8 68 D4 Dec. 23.5 88 A 
7 & Styoseowiw Se P. . 0.55%. 20 120 60 1.73 15. = Mar. 116 69 A 
36 S San'Diere G:. & EL. ....6... 15 .80 5.3 1.26 16 Apr. 11.9 63 Aa 
7 O° Sita anc PE os. es 5 35.6 20057 2.50 D110 Apr. 140 80 Baa 
140 S_ So. Calif. Edison .......... 43 2.00 47 2.42 D6 =~ Mar. 178 83 #£Aa 
29 S So: Carola E..& G. ...... 16 80 5.0 1.14 50 Mar. 14.0 70 Baa 
5 ©: Southern Colo. Pr. ...... 14 70 =85.0 1.22 25 Feb. Ww Ss = 
180 S Southern Company ....... 7 80 47 1.23 7 ~~ ~Apr. 138 65 — 
id 3 So: Indiana G. & E........ 27 1.50 5.6 2.02 18 = Apr. 134 74 #&2x4Aa 
3 O So. Nevada Power ....... 12 80 866.7 139 NC Mar. 8.6 5s — 
1 O Southern Utah Power .... 14 100 7.1 1.01 D35 ~ Apr. 13.9 9 — 
3 O Southwestern E. S. ....... 18 100 5.6 1.51 9 ‘Feb. 119 66 — 
31 O Southwestern P. S. ...... 26 132 5a 1.67 19 = Apr. 156 79 A 
17 A Tampa Electric .......... 60 280 4.7 3.65 6 ~~ Apr. 164 77 Aa 
109 S Texas Utilities ........... 52 208 4.0 3.32 13. Apr. 157 6 Aa 
34 S Toledo Pdison: ........... 13 70 385.4 92 D1 Mar. 14.1 76 OA 
10 O TucsonG.E.L.&P....... 19 92 48 1.41 7 ~~ Mar. 135 65 — 
103 S Union Elec. of Mo. ...... 25 1.20 48 1.42 14. Mar. 176 85 Aa 
27 O United Illuminating ...... 48 240 5.0 2.89 6 ~Dec. 16.6 8 — 
2 O Upper Peninsula Pr. ...... 20 1.20 6.0 1.58 34 Mar. 12.7 76 Baa 
30 S Utah Power & Light ...... 37  200—t—i«é*SG 2.42 3 Apr: 15:3 8 A 
Bt S Wircimarts. © P. oyscs ss 31 140 45 1.93 19 ~~ Apr. 16.1 7 &. Aa 
22 S Washington Water Pr..... 29 160 5.5 1.82 8 ~~ Apr. 159 88 A 
115 S West Penn Elec. .......... 40 220 £55 3.46 6 ~~ Apr. 116 64 — 
62 O West Penn Power ....... 45 2.10¢ 4.7 2.65 8 Mar. 170 79 # 4Aa 
9 O Western Lt. & Tel. ...... 27 160 5.9 2.40 12. 3 Mar. 113 67 +A 
22 O Western Mass. Cos. ...... 35 6 2100'S “57 2.70 17_—s Apr. 130 74 — 
84 S Wisconsin Elec. Pr. ...... 31 150 48 2.03 — Mar. 15.3 74 #4xAa 
32 © Wisconsin P: & L. ....... 23 120 6552 1:75 19 = Mar. 13.1 69 A 
30 S Wisconsin Pub. Ser. ...... Zo 6610? «= 55 1.39 10 3=Mar. 144 79 A 
Averages .......... 5.3% 14.4 75% 
Foreign Companiest}t 
$219 S American & Foreign Pr... 10 $.60 60% $2.54 19% Dec. 39 24% — 
116 A_ Brazilian Trac. L.& P..... 8 1.00 12.5 140 D53 Dec. 57 m1 — 
56 A British Columbia Pr. ...... Zz 100645 1.47 15 _— Dee. 150 6 — 
15 A Gatineau Power .......... 25 120 48 1.77 10 ~=— Dec. 14.1 68 Baa 
of © Mencanl. & P. ......... 6 _— — — —— ee co 
9 A Quebec Power ............ 25 120 48 1.57 23 ~=—- Dee. 15.9 76 Baa 
42 A Shawinigan Water & Pr... 46 1.45 JZ 2.26 17 Dec. 20.4 64 ~~ Baa 





B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. D—Decrease. NC—No comparable figures available. *If additional common 
shares have been recently offered, earnings are adjusted to give effect to the offering. Percentage change is 
in the net income available for common stock. Tax savings resulting from accelerated amortization of de- 
fense facilities are excluded (when separately reported). **Based on average number of shares. a—Also 
regular annual 3 per cent stock dividend, which is included in the yield. b—Also 5 per cent stock dividend. 
c—Also 1/25 share of Northern Illinois Gas for each share of Commonwealth Edison. #—Also occasional 
stock dividends. +Estimated (rate irregular or includes extras). t{With exception of American & Foreign 
Power, these stocks are also listed in Canada, and the Canadian prices are here used. (Curb prices are 
affected by exchange rates, etc.) 


43 JULY 8, 1954 














What Others ‘Think 


Edison Electric Institute Holds Twenty-second 
Annual Convention 


M than 3,000 representatives of the 
electrical industry, including top 
executives of most of the nation’s electric 
light and power companies, attended the 
twenty-second annual convention of the 
Edison Electric Institute held in Atlantic 
City, New Jersey, early last month. The 
convention had particular significance be- 
cause of this year’s celebration of Light’s 
Diamond Jubilee. The jubilee is being ob- 
served by the entire electrical industry to 
commemorate the seventy-five years of 
electrical progress since Thomas A. Edi- 
son invented the first practical light bulb. 
Special tribute was paid to Edison in a 
message to the convention from his son, 
former New Jersey Governor Charles 
Edison, which was read by the inventor’s 
grandson, John Edison Sloane. 

Retiring EEI President Walter H. 
Sammis opened the convention with a 
point-by-point attack on “the propaganda 
of public power advocates.” Electricity 
has been brought to about 99 per cent of 
all occupied establishments in the United 
States and is available to 98 per cent of 
all occupied farms, he said. “It is obvious 
. .. that there is no need for the federal 
government to appropriate money now, or 
at any other time, to assure an adequate 
power supply for this country,” Sammis 
stated. He expressed the belief that when 
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all the facts are understood there will be 
but one conclusion on the basis of seventy- 
five years of experience : “That the federal 
government should not engage in the gen- 
eration, transmission, and distribution of 
electricity in competition with the inves- 
tor-owned electric utility companies.” 


ea emphasized that the federal gov- 
ernment’s power operations on a true 
cost basis cannot match the record of the 
investor-owned companies. If the full re- 
sponsibility were left to it, he stated, pri- 
vate enterprise would continue to provide 
the country with an ample supply of pow- 
er for all needs at reasonable rates as de- 
termined by regulatory authorities. As a 
part of the program for strengthening the 
nation’s power resources in a partnership 
of utility companies, public agencies, and 
electric users of the country, Sammis 
made a strong appeal for fair tax treat- 
ment, and the elimination of discrimina- 
tory legislation and discriminatory inter- 
pretation of legislation against the cus- 
tomers of the private utility companies. 
“Tn the case of economically justifiable 
multipurpose water resource projects, the 
best over-all solution will come when pri- 
vate enterprise is given full opportunity to 
participate in the development with an 
equitable distribution of responsibilities 


























accorded each function of each project,” 
Sammis declared. Private utilities have 
been encouraged, he said, by the partici- 
pation policy of the present administra- 
tion, as outlined in addresses of responsible 
officials of the Interior Department. 

In the case of public power opposition, 
the true interest of the public must be the 
compass to guide the course of private 
management, Sammis told the convention. 
He said: 


. .. Adequate electric power at the low- 
est possible price consistent with a fair 
return on the value of our property of 
itself is not enough. There is a broader 
concept of service to which we must 
further contribute some of our talents 
and efforts. We should further utilize 
our great planning and administrative 
abilities for sound community better- 
ment and area growth, for fostering in- 
dustrial development, and for improv- 
ing those things that go to make the 
“home town” a better place in which 
to live. 


Sammis read a message to the conven- 
tion from President Eisenhower. The 
President praised the industry, saying that 
“In America’s continuing efforts to im- 
prove the living standard of its citizens, 
the light and power industry is an instru- 
ment of inestimable value.” 


+ sg caagioel practices conducted 
in the name of the “preference 
clause” in federal reclamation legislation 
formed the subject of a spirited address 
by George M. Gadsby, chairman of the 
board and president of Utah Power & 
Light Company. Gadsby said that about 
80 per cent of the individual taxpayers of 
the nation are being unfairly discrimi- 
nated against by reason of the interpreta- 
tions placed on the preference clause 
(nicknamed the Santa Clause) by pro- 
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public power administrators. Outlining 
the history of the preference clause in 
reclamation legislation, Gadsby stated as 
follows: 


Considering the minority status of 
the favored few, it is amazing how pref- 
erence in selling federal power has 
taken root and grown. Perhaps one an- 
swer is found in the fact that the cus- 
tomers of the PUD’s, municipalities, 
and co-ops are political entities and can 
operate as such. The customers of the 
investor-owned companies are not and 
cannot be even loosely organized into 
political groups having equality in gov- 
ernment power sales as their objective. 
In fact, the small part of the budget 
represented by the electric bill and the 
good quality of service relegates any 
problem about electricity to a place out- 
side the field of interest of the average 
company consumer. Any corrective ap- 
proach must, therefore, follow some 
other course which will be of interest 
to the customer as a citizen and tax- 


payer. 


(i suggests that all federal power 
be sold at market value or worth for 
the sake of all taxpayers, not just those 
within the magic circle of the preference 
clause, and that all proceeds therefrom be 
paid into the federal Treasury. Then, if 
revenues thus produced are insufficient, the 
project will require an outright tax sub- 
sidy which should be disclosed to the tax- 
payers who have to pick up the check. “In 
fairness and justice to all consumers,” 
Gadsby stated, “the preference clause as 
presently interpreted should be eliminated 
from federal statutes so that there will be 
equal opportunity under law for American 
citizens everywhere in the nation to share 
in the benefits which may come from proj- 
ects for which these citizens have to pay. 
This should be accomplished without dis- 
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crimination as to availability, price, and 
contractual provisions.” 

It is not the purpose of the private util- 
ity companies to work hardship on any 
group of electric service customers, Gads- 
by continued, nor to suggest how they con- 
stitute themselves either as investor-owned 
companies or in some other form. What 
is important is that all customers in the 
nation receive equal treatment under the 
law. The rights of citizens and taxpayers, 
he said, should not be adjudged to be de- 
ficient because they elect to do business 
under the free enterprise system instead 
of by use of tax-favored or government- 
subsidized organizational mechanisms. 


panniers officials addressing the 
convention included Jerome K. Kuy- 
kendall, chairman of the Federal Power 
Commission. Robert LeBaron, Assistant 
to the Secretary of Defense for Atomic 
Energy, and David M. Kennedy, Assistant 
to the Secretary of the Treasury, were also 
guest speakers. Kuykendall confined his 
remarks to “Rates and Securities Regula- 
tion by the Federal Power Commission.” 
Delving into the history of rate regula- 
tion, Kuykendall noted that while students 
of regulation do not expect to find a wide 
band of rates of return allowed the large 
electric and gas utilities, the rate of return 
must be expected to change with changes 
in financial and economic conditions. He 
added that the FPC “does not have a 
standard percentage as the fair rate of re- 
turn.” He said that a survey now in prog- 
ress indicates that 32 out of 49 state com- 
missions are using the “investment method 
of evaluating utility facilities.” 

Walker L. Cisler, president of Detroit 
Edison Company and chairman of EEI’s 
electric power survey committee, pre- 
dicted that demands for electric power 
will be double those of today by 1965 and 
that by 1975 it is reasonable to expect a 
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three or even fourfold increase in the use 
of electric energy by the nation’s homes, 
farms, stores, and factories. Cisler noted 
that the power systems of the country now 
have a gross margin of about 17.5 per cent 
of generating capacity over peak-load re- 
quirements. He expressed confidence that 
the electric utility industry can, by con- 
tinued careful planning, keep well abreast 
of tremendous, foreseeable future de- 
mands. He also noted that the present ca- 
pability of power plants in the United 
States represents more than 40 per cent of 
all the electricity in the world, and he 
pointed out the basic part that electricity 
plays in the American economy. 


oe of atomic energy in its rela- 
tion to electric power production, Cis- 
ler predicted that in ten years several large 
power reactors might be in use—produc- 
ing enough heat to generate 1,000,000 or 
perhaps even 2,000,000 kilowatts of elec- 
tric power. However, this would be only 
a small part of the 180,000,000 to 220,- 
000,000 kilowatts that will be needed by 
1965, he said. Forecasting the percentage 
of atomic-fueled thermal plants that might 
be in use as far in the future as 1975 is 
difficult, Cisler admitted. However, assum- 
ing that technical, engineering, economic, 
and legal problems can be ironed out, there 
might be as much as 40,000,000 to 65,- 
000,000 kilowatts of this kind of capacity 
by that time. Even so, this would again be 
only a small part of the total capability 
expected in 1975—some 301,000,000 to 
423,000,000 kilowatts. 

Citing the findings of the EEI’s power 
survey committee, Cisler said that to keep 
up with increasing electrical demand, the 
industry must plan to add from 7,000,000 
to 12,000,000 kilowatts of new generating 
capacity each year between now and 1965. 
After 1965, the requirements for new ca- 
pacity to take care of load growth may be 



































from 11,000,000 to 24,000,000 kilowatts 
a year. The electric industry already has 
shown that through sound, long-range 
planning, demands increasing at such a 
rate as this can be met, Cisler declared. 


He B. SARGENT, president and gen- 
eral manager of the Arizona Public 
Service Company, made a plea for bet- 
ter public relations through efficient per- 
formance by the industry in his address 
to the convention. “Customer relations are 
the reflection of what our customers feel 
and believe,” Sargent said, “so customer 
relations will determine our success or 
failure.” He listed the requirements for 
a sound customer relations philosophy as 
willingness to finance new facilities, en- 
couragement of sound regulation, support 
of a sound money program, elimination of 
unfair discrimination, and contribution to 
expanded research. 

To achieve efficient operation, Sargent 
stated that an enterprise must offer a bet- 
ter product at less cost through a sound 
organization that employs a cost-conscious 
operating program, and an adequate long- 
range construction program, a responsible 
cash program, and a hard-hitting sales pro- 
gram. Recognition that good service at 
low cost is not enough must be considered 
in the public information program, Sar- 
gent told the convention. The program 
must be based on continuation of local pro- 
grams, better support of industry pro- 
grams, and improved co-ordination with 
other industries, he said. 


—— R. Knapp, president of the 
Connecticut Light & Power Company, 
told delegates to the convention that “high- 
use customers are not only our best cus- 
tomers revenuewise, they are also the low- 
trouble customers.” A high-use customer 
means that he has an electric range and 
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hot water heater, as well as the usual light- 
ing appliances, Knapp continued, and has 
little to do with the size of his pocketbook 
or the size of his house. It has to do with 
his full use, and thereby full appreciation, 
of electric power. He said: 


When we talk of selling for the fu- 
ture market, in our company, we are 
concerned with more than kilowatt- 
hours. We are thinking in terms of cre- 
ating customers, rather than sales, and 
of developing more high-use customers 
who, because of their investment in 
electric living, and their reliance on it, 
have more in common with their power 
company. 


Electric power, for all practical pur- 
poses, is a packaged product, Knapp 
pointed out. “It is not enough merely to 
make it available. The package must be 
opened, the switch snapped, before it can 
be consumed and paid for. If, as an indus- 
try, we are to load up the capacity now 
being installed and planned, I think we 
shall have to demonstrate with selling ac- 
tion our belief in what it can do for our 
customers, whether they are housewives, 
farmers, storekeepers, or manufacturers.” 

Competition, like production, is total, 
Knapp told the convention. “A public util- 
ity is constantly engaged in proving its 
utility to the public,” he said. “If we are 
to do more than meet demand, if we are 
to create demand, it must be in the honest 
awareness that a kilowatt-hour is in direct 
competition with a few slices of bread, 
three miles of gasoline, fifteen minutes of 
movies, and a short beer. Most of all,” he 
concluded, “I think our industry must as- 
sume the kind of corporate attitude in 
which planning for sales has equal footing 
with the planning for generating capacity 
we now figure so carefully to meet gen- 
eral economic growth.” 
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FPC Authorizes Pipeline 
._ Pacific Northwest Pipeline Cor- 
poration, which last month got Fed- 
eral Power Commission authorization to 
build a $160,000,000 natural gas pipeline 
from the San Juan basin-in Colorado to 
the Pacific Northwest, will seek to com- 
mence building the line by September, un- 
less delayed by further legal proceedings. 
C. R. Williams, president of Pacific 
Northwest Pipeline, estimated gas deliv- 
eries to the Pacific Northwest, the only 
large area in the United States still with- 


—_— 


¥ 


The March of 
Events 


out natural gas service, could begin by 
the fall of 1955. First deliveries are 
planned at a daily rate of 20,000,000 cubic 
feet, rising to 350,000,000 by the third 
year. 

At the same time the FPC turned down 
other competing applications to serve the 
area by importing natural gas from Can- 
ada. FPC said it would not be in the public 
interest to have the sole supply of Pacific 
Northwest gas under control of a foreign 
nation and Pacific Northwest Pipeline 
proposed to serve a larger area. 


Alabama 


City to Be Represented at 
Commission Hearings 

N the future, Birmingham will send one 

of its attorneys to Montgomery to at- 
tend hearings of the state public service 
commission which might affect Birming- 
ham citizens. Mayor James W. Morgan 
said this generally has been the policy for 


» 


the past year, and will be strictly followed 
from now on. 

“If it becomes necessary, we also will 
hire outside experts to advise our ob- 
server,” the mayor said. 

Morgan said the city’s observer will not 
be at the hearings “necessarily to oppose 
what the utilities are trying to get.” 


Arkansas 


Gas Rates Boosted under Bond 


His gas rates for Arkansas cus- 
tomers of the Arkansas Louisiana 
Gas Company went into effect on June 
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15th under bond. The state public service 
commission approved a $1,000,000 bond 
to insure any refunds that might be due 
customers after the commission rules. 
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The company applied in May for a 
$3,600,000 rate increase to be effective 
June 15th. The commission suspended the 
rates for ninety days, and Arkansas 
Louisiana then filed a $50,000 bond. This 
bond was rejected as “too low.” 


THE MARCH OF EVENTS 


The commission received interventions 
in this case and in the application of the 
Arkansas Power & Light Company for a 
$3,900,000 increase from the city of Little 
Rock. Intervention in the cases was au- 
thorized by the Little Rock city council. 


> 
lowa 
Gas Permits Approved over Municipalities for which the company 
Protests was granted connection permits over oil 
jobber protests were: Adel, Algona, Bag- 
HE state commerce commission last ley, Bayard, Boyden, Castle Hill, Charles 
month authorized the Northern Nat- City, Cedar Falls, Dakota City, Dallas 
ural Gas Company, Omaha, to pipe its Center, Dubuque, Hull, Inwood, Iowa 
gas into 28 more Iowa cities. While there Falls, Nashua, Perry, Primghar, Redfield, 
was no opposition to pipeline permits to Remsen, Sanborn, Sheldon, Sioux Center, 
Eldora, Harlan, Hospers, and Rock Rap- Waterloo, and Waverly. 
ids, the Iowa Independent Oil Jobbers The commission last May approved 
Association had protested at a public hear- construction of pipelines by the Omaha 
ing the permits involving the other 24 company to take natural gas for the first 
cities. time to 23 other Iowa cities. 
> 


Kentucky 


REA OK’s Integration 


HE Rural Electrification Administra- 

tion recently approved integration of 

the central and eastern Kentucky power 

plants and lines of the East Kentucky 

Rural Electric Co-operative and the Ken- 
tucky Utilities Company. 

U. S. Senator Cooper, Republican of 


as 


Kentucky, said the agreement would per- 
mit release of $14,000,000 in government 
loans to the co-operatives. REA’s official 
announcement did not specify this but said 
the co-operative had received approval of 
three REA loans totaling $27,982,000 and 
added that construction of facilities under 
the loans ‘“‘was delayed by litigation.” 


Massachusetts 


Files Schedule Cutting Rates 
a users of gas supplied by Boston 

Consolidated Gas Company will get 
a reduction in rates of as much as 20 per 
cent under a new schedule of rates filed 
with the Massachusetts Department of 
Public Utilities, effective July Ist. 





For the small user who, the firm says, 
has not been paying for the actual cost of 
service, the company proposes an increase 
in rates ranging from a cent to 35 cents 
a month. 

On an over-all basis, the company esti- 
mated the effect of the new rates will be 
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a saving to its customers of approximately 
$710,500 a year, a reduction which, it 
added, was made possible by the introduc- 
tion of natural gas. 

Boston Consolidated stated that in the 
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six years from 1947 to 1952 its average 
earnings were less than 2 per cent on its 
investment. In only one year since 1941 
has the company earned as much as 4 per 
cent. 


North Carolina 


Permitted to Sell Bus Lines 


| remgeaage for the Duke Power Com- 
pany to go out of the bus business in 
Salisbury, Spencer, and East Spencer was 
granted by the state utilities commission 
last month in an order which also author- 
ized Consolidated Bus Lines, Inc., of High 
Point, to take over the Duke system and 


provide bus service in the three commu- 
nities. 

Written by Commissioner Fred C. 
Hunter, the order said the commission was 
of the opinion that Consolidated offers the 
best assurance of continued bus service in 
the towns and could find no valid reason 
for disapproving the right of Duke to sell 
or of Consolidated to buy. 


Ohio 


Commission Cuts Rate Boosts 
HE state public utilities commission 
recently slashed $1,415,611 from 

three emergency gas rate increases pre- 

viously granted companies operating in 
eastern Ohio. 

The commission eliminated the entire 
$1,284,529 boost ordered for about 41,- 
600 customers of Manufacturers Light & 
Heat Company in Monroe, Belmont, Har- 
rison, Jefferson, and Columbian counties ; 
$80,422 from an increase granted the 
Natural Gas Company of West Virginia 
in those five counties and in Tuscarawas, 
Carroll, Stark, and Mahoning counties; 
and $50,260 from an increase granted the 
Natural Gas Company in Alliance, Ohio. 
The latter firm increased its industrial 
rates by $115,508 yearly in 1953. 

Both Manufacturers and Natural Gas 
are subsidiaries of the Columbia Gas Sys- 
tem. The commission ruled the companies 
“failed to show that the emergency here- 
tofore found to exist still in fact exists.” 
The companies had contended the higher 
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rates were necessary because of increased 
cost of operation and increased prices paid 
for fuel at wholesale. 


Seeks Rural Gas Rate Boost 


Fyne has been scheduled by the 
state utilities commission for July 
9th on a petition by Ohio Fuel Gas Com- 
pany for permission to raise rates charged 
rural customers in six counties. The firm 
contends present rates charged those cus- 
tomers in Coshocton, Delaware, Fairfield, 
Franklin, Knox, and Licking counties are 
lower than they should be for the service 
given. 

The company wants the commission at 
this time to approve automatic rate in- 
creases that would go into effect two and 
four years after initial higher rates are 
approved. These customers now pay 15 
cents per 100 cubic feet of gas for the 
first 1,000 cubic feet. The company wants 
that raised to 30 cents per 100 cubic feet 
for the first 500 cubic feet. 
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Progress of Regulation 


Petroleum Company Not Exempted from Gas Rate 
Regulation by Federal Power Commission 


HE legislative history of the Natural 

Gas Act, says the Supreme Court, in- 
dicates a congressional intent to give the 
Federal Power Commission jurisdiction 
over the rates of all wholesales of natural 
gas in interstate commerce, whether by a 
pipeline company or not and whether oc- 
curring before, during, or after transmis- 
sion by an interstate pipeline company. 
The court expressed this view in its de- 
cision to affirm the lower court judgment 
in State of Wisconsin v. Federal Power 
Commission, 100 PUR NS 506, which 
reversed the determination by the Federal 
Power Commission in 90 PUR NS 325 
that it had no jurisdiction over the Phillips 
Petroleum Company. 

Admittedly, Phillips engages in the sale 
in interstate commerce of natural gas for 
resale. It was contended, however, that the 
affirmative grant of jurisdiction over such 
sales in the first clause of § 1(b) of the 
Natural Gas Act is limited by the negative 
second clause of the section. In particular 
the contention was made that the sales by 
Phillips were a part of the “production or 
gathering of natural gas’”’ to which the 
commission’s jurisdiction would not ex- 
tend. The Supreme Court did not agree 
with this contention but said that the statu- 
tory language, the pertinent legislative his- 





tory, and the past decisions of the court 
supported the conclusion that Phillips is a 
“natural gas company” within the mean- 
ing of that term as defined in the Natural 
Gas Act and that its sales in interstate 
commerce of natural gas for resale are 
subject to the jurisdiction of, and regula- 
tion by, the Federal Power Commission. 


Production and Gathering Process 


The phrase “production or gathering 
of natural gas,” according to the Supreme 
Court, encompasses the producing proper- 
ties and gathering facilities of a natural 
gas company. Gas moved by the producer 
to the points of sale, consisting of gas pro- 
duced from the producer’s wells com- 
mingled with that produced and gathered 
by other companies, results in sales in in- 
terstate commerce. Such sales by producers 
to interstate pipeline companies for resale 
do not come within the “production or 
gathering” exemption. 

As to a contention that the court’s de- 
cision in Interstate Nat. Gas Co. v. Fed- 
eral Power Commission (1947) 331 US 
682, 69 PUR NS 1, was distinguishable 
in that it did not involve an asserted con- 
flict with state regulation and federal con- 
trol and was not opposed by state authori- 
ties, the court said: 
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The short answer to this contention 
is that the jurisdiction of the Federal 
Power Commission was not intended to 
vary from state to state, depending upon 
the degree of state regulation and of 
state opposition to federal control. 


The suggestion that “production or 
gathering” should be construed to mean 
the “business” of production and gather- 
ing, with the sale of the product considered 
as an integral part of such “business,” was 
also rejected by the court. 


Regulatory Gap 


Decisions of the Supreme Court in 
Cities Service Gas Co. v. Peerless Oil & 
Gas Co. (1950) 340 US 179, 87 PUR NS 
41, and Phillips Petroleum Co. v. Okla- 
homa (1950) 340 US 190, 87 PUR NS 
48, had been cited as authority for the 
proposition that the states might regulate 
the sales in question and hence that such 
sales were not within the gap which the 
Natural Gas Act was intended to fill. These 


cases upheld as constitutional minimum 
price orders justified as conservation meas- 
ures applying to sales of natural gas in 
interstate commerce. 

The court, however, said that the gap 
between federal regulation and state regu- 
lation was that thought to exist at the time 
the Natural Gas Act was passed and the 
jurisdiction of the commission was not 
affected by subsequent decisions of the 
court which had somewhat loosened the 
constitutional restrictions on state activi- 
ties affecting interstate commerce, in the 
absence of conflicting federal regulation. 

The Federal Power Commission, more- 
over, did not participate in the Cities Serv- 
ice and Phillips Petroleum cases, and the 
court expressly refused to consider at that 
time whether the Natural Gas Act author- 
ized the Federal Power Commission to set 
field prices on sales by independent pro- 
ducers or left that function to the states. 
Phillips Petroleum Co. et al. v. State of 
Wisconsin et al. Nos. 280, 281, 418, June 
7, 1954. 


Court Approves Board’s Rejection of Surcharge 
To Recoup Past Losses 


HE New Jersey supreme court af- 
firmed a decision of the board of pub- 
lic utility commissioners (1 PUR3d 54) 
dismissing an electric company’s applica- 
tion for permission to recoup past losses 
by adding a surcharge to its rate schedule. 
The court expressly overruled the 
Hackensack Water Company Case decided 
by a single justice in the state supreme 
court (1924) 100 NJL 177, 124 Atl 925, 
and affirmed without opinion by the court 
of errors and appeals. The rule of the 
Hackensack Case was that a public utility 
is entitled to recoup deficits in operation by 
temporary surcharges added to its regular 
rates. 


JULY 8, 1954 


52 


The court proceeded ina similar manner 
to that of the board and showed that the 
Galveston Electric Case, 258 US 388, 
PUR1922D 159, on which the state 
supreme court based the Hackensack de- 
cision, did not say what the court thought 
it said. 

In the Galveston Case the United States 
Supreme Court affirmed a board’s denial 
of surcharges. The New Jersey court, in 
the Hackensack Case, used that opinion as 
a basis for its allowing surcharges. This 
result was accomplished by implying from 
certain language of Justice Brandeis in the 
Galveston Case that, while surcharges 
were not allowed where the past losses 











were the fault of management, they were 
permissible where the losses were caused 
by the rulings of state regulatory bodies. 
After carefully reviewing the leading 
state and federal decisions on the question, 
the court made the following comment : 


The fundamental defect of the 
Hackensack opinion in its practical op- 
eration is that it requires the board to 
look both forward and backward in rate 
making when the orderly processes of 
rate making are necessarily present and 
prospective if rate making is to be ef- 
fective. The decision would authorize 
just and reasonable rates for the present 
and future and then add thereto sur- 
charges for the past errors of “a rate- 
making experiment.” This point of view 
is inconsistent with the businesslike 
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processes of rate making that have re- 
ceived the approval of this court. 


A claim by the company that state 
statutes relating to the discontinuance of 
surcharges and repayment of excess sur- 
charges “‘could have had no purpose but 
to clarify and enlarge the board’s power 
in dealing with surcharges .. .” was re- 
jected. The court did not consider the 
statutes as conferring any power on a util- 
ity to make surcharges since the statutes 
had never been applied to a case where a 
surcharge had been added to a rate to col- 
lect past deficits and since the “statutes 
look forward in rate making” while the 
Hackensack Case and the company’s view 
of the statutes look backward. New Jersey 
Power & Light Co. v. State Dept. of Pub- 
lic Utilities et al. 104 A2d 1. 


Court Upholds Commission’s Determination 
Of Minimum Motor Carrier Rates 


HE California supreme court was 

called upon to review a commission 
order which fixed minimum rates for 
carrying general commodities by truck. 
The commission had found that certain 
rates would provide the lowest of the law- 
ful rates for any or all types and classes 
of for-hire carriers involved in the pro- 
ceeding. 

The rates prescribed were not attacked 
as unjust, excessive, or discriminatory, but 
were challenged solely on the ground that 
the commission had not followed pre- 
scribed statutory procedure. The statute 
in question directed the commission, in a 
rate proceeding involving more than one 
type or class of carrier, to consider all 
types and classes of carriers and fix, as the 
minimum rates, the lowest of the lawful 
rates so determined for any such type or 
class of carrier. It was contended that the 
commission had not first determined law- 





ful rates for each class of carrier separate- 
ly and then selected, from among such 
lawful rates, the lowest as the applicable 
minimum rates. 

The court was of the opinion that the 
commission had complied with the statute, 
saying : 


It bears emphasis that the end product 
of rate determination under § 726 is not 
separate lawful rates for each type of 
carrier, but a single schedule of lowest 
lawful rates that is to apply to all types. 
The basic question presented therefore 
is whether or not the commission could 
and did determine the lowest lawful 
rates applicable to any type of carrier 
without fixing lawful rates for each type 
of carrier. If it achieved this end product 
without segregating the cost and other 
data according to the legal categories 
of carriers involved, no purpose would 
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be served by requiring it to develop 
three separate schedules of lawful rates 
and then to choose the lowest of these. 
In other words, if, in the light of the 
applicable standards of rate making, the 
commission could and did determine di- 
rectly from all of the evidence before it 
that for a given service a particular rate 
was necessarily the lowest it could law- 
fully determine for any of the types or 
classes of carriers involved, it complied 
with the statute and did not need to de- 
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termine any additional lawful rates for 
each type or class. 


The commission’s determination that 
the lowest lawful rates based on the most 
efficient method of operation would be the 
lowest of the lawful rates for any and all 
types of carriers, thought the court, was 
proper under the statute. The order was 
affirmed. California Manufacturers Asso. 
v. California Pub. Utilitics Commission, 


268 P2d 1. 


Subscriber Wins First Round in Fight over 
Telephone-answering Device 


pi ew Ohio court of common pleas over- 
ruled a telephone company’s motion to 
dismiss a proceeding brought by a sub- 
scriber to restrain the company from 
discontinuing service to him because of his 
use of an unauthorized answering device. 
The court also denied the company’s re- 
quest that a temporary restraining order 
against the discontinuance of service pend- 
ing a final decision be dissolved. 

The subscriber had been using an elec- 
tromechanical telephone-answering device 
for a period of eight months. The device 
did not interfere with the subscriber’s 
service or with the company’s service to 
other customers. The company had its own 
answering equipment which it insisted that 
subscribers desiring this type of service 
use. 

The company based its argument on the 
following regulation which had been filed 
with and approved by the commission sev- 
eral years earlier: 


2. Unauthorized Attachments or 
Connections 

No equipment, apparatus, circuit, or 
device not furnished by the telephone 


company shall be attached to or con- 
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nected with facilities furnished by the 
telephone company, whether physically, 
by induction or otherwise, except as 
provided in this tariff. In case any such 
unauthorized attachment or connection 
is made, the telephone company shall 
have the right to disconnect the same or 
to suspend the service during the con- 
tinuance of said attachment or connec- 
tion or to terminate the service. 


The court ruled that this regulation did 
not authorize the company to discontinue 
service to subscribers who in later years 
would own and use an answering device 
which did not interfere with the company’s 
service and was not even in existence when 
the regulation was adopted. 

A claim by the company that the grant 
of the temporary injunction resulted in 
its being compelled to violate its prohibi- 
tion against foreign attachments was dis- 
posed of by the court with the comment 
that the discontinuance provision of the 
tariff was permissive and not mandatory. 
The company’s attempt to interpret the 
tariff as being mandatory brought this 
comment from the court: 
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Clearly a public utility cannot grant 
unto and impose upon itself, by its own 
construction and interpretation of the 
commission’s orders herein, such au- 
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thority and duty which are not definitely 
set forth therein as a matter of record. 


Murray v. Ohio Bell Teleph. Co. 117 
NE2d 495. 


Government Must Pay Filed Rates Notwithstanding 
Preferential Transportation Contract 


ib Re United States court of claims per- 
mitted a motor carrier to recover 
from the government the difference be- 
tween rates lawfully filed with the state 
commission and lesser amounts paid by the 
government under a special contract. The 
court decided that, in the absence of a fed- 
eral statute to the contrary, government 
contracts regarding intrastate transporta- 
tion services are subject to the same rate 
requirements as those of other citizens. 
These requirements would make the rate 
approved by the state regulatory body 
paramount to one established by contract. 

The difference between the case at hand 
and one in which interstate service was 
involved is apparent in this statement 
from the court’s opinion: 


We hold that the contract for the 


e 


transportation in question involved 
shipments moving in intrastate com- 
merce; that the performance of the con- 
tracts necessarily involved the exclusive 
use of Kentucky highways over which 
the commonwealth of Kentucky and not 
the federal government has jurisdiction, 
and that Kentucky is not attempting to 
regulate activity at, or a transaction 
within, the federal enclaves, but rather 
the use of Kentucky highways outside 
such enclaves. 


Judge Madden dissented on the grounds 
that the majority’s decision enforced 
against the government a claim founded 
upon a state statute and that the govern- 
ment had not consented to be sued upon 
such a claim. Hughes Transp. Inc. v. 
United States, No. 525-52, May 4, 1954. 


Rate Increase Contrary to Commission Order Disallowed 


gh New Mexico supreme court up- 
held a commission order requiring the 
Mountain States Telephone & Telegraph 
Company to withdraw filed rate increase. 
It also required the company to refund to 
subscribers the amount of increase paid 
since it put the higher rates into effect con- 
trary to commission order. 

The court observed that in fairness to 
the company it had “grave doubt as to the 
adequacy of the old rate and the fairness 
of the commission’s findings that such 
rates were adequate.” But, it concluded, 





because of the manner in which the case 
arose for review, it was not required to 
investigate the adequacy of the old rates. 
It said that it could give relief to the com- 
pany only if the rates in question were the 
lowest that would avoid confiscation. It 
could not so find in this case. 


Scope of Review 
In New Mexico, commission orders are 
not binding upon the company. It may ig- 


nore them and put its proposed rates into 
effect. If it does so, the commission may 
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seek court enforcement of its order. In the 
present case the company had placed 
higher rates in effect despite commission 
disapproval and had posted a bond. The 
court held that it had jurisdiction to dis- 
pose of the issues raised by the parties, but 
that its inquiry was limited exclusively to 
the question of whether the commission 
acted unreasonably. 


Rate-making Formula 


The court could see no reason for adopt- 
ing as the law of the state any single rate 
base formula which has been evolved out 
of the history of rate litigation. It went 
on to say: 


Historically, our economy swings like 
a pendulum and, depending upon the 
point at which the rise or fall has 
reached, the regulatory authorities seek 
a formula which will adjust rates to the 
immediate economic situation. Obvious- 
ly, no single formula can be achieved 
which will successfully meet the varying 
needs of different economic levels. 


Inflation Factor 


The court recognized that in recent 
years the economic pendulum has climbed 
far up an inflationary rise. The rates ef- 
fected by the company and the theories and 
evidence offered in this case were, accord- 
ing to the court, based consistently upon 
the principles most sympathetic and re- 
sponsible to inflation. This fact caused the 
court to uphold the commission order. 

It disapproved the company’s basis of 
valuation; namely, reproduction cost new 
projected over a future period. It also be- 
lieved that the aims of the company, in 
seeking to justify the rate increase, were 
concentrated on the welfare of the stock- 
holders to the exclusion of the consumers’ 
interests. The court noted that New Mex- 
ico consumers were carrying a greater 


JULY 8, 1954 


56 


share of the total company burden than 
the other seven states served by it. 


Prosperity of Parent Company 


The court said that there seemed to be 
a conflict between the financial standing of 
the parent company, American Telephone 
and Telegraph Company, and the current 
applications by its operating companies for 
rate increases, with emphasis on the propo- 
sition that their property was being con- 
fiscated. The standing of the parent com- 
pany and its enormous expansion program 
were not believed to be in harmony with 
this claim. 


Expansion Program 


The company’s exhibits showed an 
enormous expansion program. Admitting 
that the need for expansion is manage- 
ment’s problem, the court questioned the 
company’s right to call upon the customer 
to finance the proposed construction exclu- 
sively upon the basis of the management’s 
decision. Although conceding that the com- 
pany is required by law to furnish ade- 
quate and efficient service to the public and 
that the past growth of New Mexico has 
required a great expansion of the com- 
pany’s services, the court did not believe 
that unlimited expansion, even in the name 
of service, is required by this law. It said: 


Obviously, the company is not re- 
quired by law to furnish telephone serv- 
ice to some individual who chooses to 
settle in such a remote spot that the in- 
come from service furnished will have 
no relation to the investment of the com- 
pany. We do not say that the expansion 
of the company has not been reasonable; 
we do say that management has the re- 
sponsibility of measuring its expansion 
and limiting it with regard to many fac- 
tors, among which are the interests of 
present consumers as well as those of 
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stockholders, and with an eye to the eco- 
nomic future. 


Return Allowance 


On the basis of the company’s own fig- 
ures as to present fair value, a valuation 
based largely on reproduction cost with no 
substantial regard to original cost, the pro- 
posed rates would yield a return of 6.95 
per cent. The court said that when one 
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considers that its inquiry is addressed to 
the question of whether or not the com- 
mission was unreasonable in directing the 
withdrawal of these rates, the fact that the 
rates indicated a return of .95 per cent in 
excess of that allowed by any known court 
tends strongly to support the reasonable- 
ness of the order. State Corporation Com- 
mission v. Mountain States Teleph. & 
Teleg. Co. No. 5680. 


Other Important Rulings 


Television Allocation Plan. That section 
of the Federal Communications Act which 
confers power upon the Federal Com- 
munications Commission to distribute fre- 
quencies in response to individual applica- 
tions was not violated when the commis- 
sion adopted an over-all television alloca- 
tion plan, held the United States district 
court, since the licenses were granted only 
upon individual applications. Logansport 
Broadcasting Corp. v. United States et al. 
210 F2d 24. 


Train Discontinuance. The Missouri 
commission commented that, in passing 
upon a railroad’s application for authority 
to discontinue certain loss-producing op- 
erations, it must determine if continued 
operation would constitute a confiscation 
of the company’s property and if not, 
whether there is sufficient public need to 
justify continued operation. Re St. Lowis- 
S.F.R. Co. Case No. 12,483, April 27, 
1954. 


Certificate Granted Successor. The Utah 
commission, in granting a corporation a 
motor carrier certificate, commented that 
successors of those holding certificates 
should be afforded substantially the same 
rights and privileges in the public trans- 
portation field as were held by their pred- 





ecessors, without a new showing of pub- 
lic convenience and necessity in all par- 
ticulars. Re Wasatch Motors, Inc. Case 
No. 3994, May 4, 1954. 


Air Carrier Certificate. A foreign air 
carrier should be issued a temporary per- 
mit authorizing transportation of persons, 
property, and mail between certain 
terminals and intermediate points, held 
the Civil Aeronautics Board, where the 
permit is in the public interest and the 
carrier is fit, willing, and able to perform 
the service properly. Re Lineas Aereas 
Costarricenses, S.A. (LACSA) Docket 
No. 6141, Order E-8250, March 24, 1954. 


Investment Records. The Missouri com- 
mission, in a proceeding to determine the 
value of a telephone plant, was seriously 
concerned about the inadequacy of the 
company’s investment records, stressed 
their importance in establishing a rate base, 
rate of depreciation, and rate of return, 
and finally warned that any deliberate dis- 
posal of, or carelessness in regard to, rec- 
ords would not be condoned. Missouri 
Pub. Service Commission v. Cuba Teleph. 
Co. Case No. 12,693, May 12, 1954. 


Interexchange Practice Discriminatory. 
A telephone company’s practice of permit- 
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ung unlimited interexchange service with- 
out toll charge between certain exchanges, 
according to the Wisconsin commission, 
is unreasonable and unjustly discrimina- 
tory where the costs of such service are 
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Apportionment—bus drivers’ wages, 
108; expenses of regular route and 
school busses, 108 ; transit company, 


108. 


Contracts — commission enforcement, 


Expenses—insurance premiums, 108; 
transit company, 108. 

Public utilities—charter powers affect- 
ing utility status, 97; charter service 
by transit company, 108; condemna- 
tion powers affecting status, 97; 
electric generating company, 97; 
school busses, 108. 

Rates—burden of justifying rate in- 
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Appalachian Electric Power Co., Re ..... 
Carolina Teleph. & Teleg. Co., North Carolina ex rel. 

Utilities Commission v. .............. 
Cumberland & A. Gas Co., Re .......... 
Pie@eon Bus Limes, Re ............... 
Lake City Light & P. Go., Baker v........ 
Long Island Lighting Co., Re ......... 


not equitably apportioned to the subscrib- 
ers using the service but are borne by all 
subscribers of the exchanges. Re Annaton- 
Preston Teleph. Co. et al. 2-U-4160, May 
7, 1954. 
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crease, 126; evidence in rate case, 
108, 126; segregation of charter 
business and school bus business, 
108; transit company, 108. 

Return—reasonableness as a_ whole, 
108. 

Revenues — revenues from charter 
service by transit company, 108. 
Security issues—-commission powers, 
97 ; validity of orders in absence of 

findings, 123. 

Service—restrictions on gas for space 
heating, 114. 

Valuation—inclusion of expense of 
resisting regulation in original cost, 
116, 121. 
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sions, as well as court decisions on appeal. The volumes are $7.50 each; the Annual (Index) $6.00. 
Public Utilities Reports also will subsequently contain in full or abstract form cases referred to 
in the foregoing pages of “Progress of Regulation.” 
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53, completed with the last issue (June 24th). Instead, a more detailed annual index 
will be prepared for publication at the end of the calendar year. 
































RRS PREC UE ery SRRNIC SaAR 


RSP RR NGS 








se SERRE Rg OCR ry GRO aaa 








BAKER v. LAKE CITY LIGHT & P. CO. 


COLORADO PUBLIC UTILITIES COMMISSION 


W. O. Baker 


Lake City Light & Power Company 


et al. 


Case No. 5064, Decision No. 42426 
April 7, 1954 


OMPLAINT by owner of hydroelectric plant that corporation 
C organized to generate and sell electrical energy 1s a public 
utility and is operating illegally; complaint dismissed. 


Public utilities, § 20 — Charter powers — Effect on utility status. 
1. The fact that a certificate of incorporation gives a corporation power to 
engage in the business of a public utility does not of itself make it such, 
since the determination of utility status depends upon the actual service 
performed, not what the charter says the corporation may do, p. 102. 


Public utilities, § 73 — Status of electric generating company — Charter power. 
2. A corporation organized to generate and supply electrical energy whole- 
sale may not ipso facto be considered a public utility merely because the 
charter permits the company to engage in the business of a public utility, 
p. 102. 

Public utilities, § 30 — Condemnation powers — Effect on status. 

3. The fact that a corporation formed for the purpose of constructing an 
electrical plant instituted condemnation proceedings to acquire a site for the 
plant does not constitute proof that the corporation is a public utility subject 
to commission jurisdiction where the statute authorizing the condemnation 
proceeding does not limit such proceeding to public utilities, p. 103. 


Public utilities, § 39 — Electrical energy — Single buyer — Effect on utility status. 
4. A corporation intending to generate electrical energy and sell its entire 
output, under a contract of sale, to an electric utility, is not a public utility 
supplying electrical energy to the public, p. 104. 


Contracts, § 20 — Contract for sale of electrical energy — Enforcement by com- 
mission. 
5. The commission will not order an electric corporation to accept, under 
an existing contract of sale, energy generated by the owner of a hydroelectric 
plant, particularly where an action to determine the contract liability of 
the corporation is pending before the courts, p. 106. 


Security issues, § 34 — Commission powers — Electric company. 
6. The commission will not require a corporation which intends to generate 
and sell electrical energy wholesale to an electric utility to furnish informa- 
tion relative to the issuance and guarantee of its securities where, notwith- 
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standing that the charter authorizes the corporation to engage in the business 
of a public utility, a determination has been made that the corporation has 


not acted as such, p. 106. 


APPEARANCES: Moynihan, Hughes, 
and Bjelland, Montrose, and Dutcher 
and Seraphine, Gunnison, for com- 
plainant ; William D. Waldeck, Mont- 
rose, for defendants; J. M. McNulty, 
Denver, for the commission. 


By the Commission: On August 
27, 1953, W. O. Baker, Lake City, 
Colorado, filed complaint against Lake 
City Light and Power Company, a 
Colorado corporation, and George J. 
Fesser, based upon five causes of ac- 
tion, hereinafter set forth and dis- 
cussed. 

A motion of defendants to set hear- 
ing on said complaint at Lake City was 
denied, and said case, pursuant to prior 
setting, after appropriate notice to all 
parties in interest, was heard at the 
courthouse, Gunnison, Colorado, Sep- 
tember 15, 1953, at 10 o’clock a.m., 
and, at the conclusion of the evidence, 
the matter was taken under advise- 
ment. 

Briefs were later filed on behalf of 
complainant and defendants, and have 
been carefully reviewed. 

At the hearing, that part of the evi- 
dence. which was uncontroverted was 
to the effect that George J. Fesser, 
Lake City, Colorado, doing business as 
“Lake City Light and Power Compa- 
ny,” did, on November 28, 1950, Ap- 
plication No. 10743, 87 PUR NS 462, 
obtain from the Public Utilities Com- 
mission of the state of Colorado, a cer- 
tificate of public convenience and ne- 
cessity authorizing him to operate an 
electrical public utility serving the area 
within the corporate limits of the town 
of Lake City, Hinsdale county, Colo- 
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rado, and also the area included within 
2 miles north, east, and west, and 3 
miles south of the town limits of said 
Lake City. That the said George J. 
Fesser has operated under said certifi- 
cate since the issuance thereof, and has 
furnished electrical energy to such 
area. 

That on or about March 13, 1953, 
the said George J. Fesser, his wife, 
Wanda L. Fesser, and his father, 
George T. Fesser, formed a corpora- 
tion under the laws of the state of 
Colorado, to wit: Lake City Light 
and Power Company, Lake City, Colo- 
rado. 

That the purposes of said corpora- 
tion are set out in the second article of 
the Articles of Incorporation filed with 
the secretary of state of the state of 
Colorado, on March 16, 1953, which 
article reads as follows: ‘The object 
and purposes for which the said corpo- 
ration is formed and incorporated are 
to engage in and conduct the business 
of the generation, transportation, dis- 
tribution, and sale of electrical power 
and energy, and to engage in all activi- 
ties and pursuits necessary to or inci- 
dental to the production and sale of 
electrical power. The said corpora- 
tion shall have and be authorized to 
exercise all powers necessary and con- 
venient to accomplish these objects and 
purposes; such powers shall include, 
but not be limited to, the acquisition in 
its corporate name, by purchase, con- 
demnation, or as otherwise permitted 
by law, of real and personal property of 
every type or any interest therein, to 
borrow money and pledge the assets of 

















the corporation as security therefor, to 
enter into contracts, leases, and agree- 
ments, obtain franchises and permits 
for the operation of an electrical public 
utility, and in general to do all other 
things necessary or conducive to the es- 
tablishment and operation of an elec- 
trical public utility.” 

That in the year 1947, the said 
George J. Fesser had commenced to 
generate electrical energy in the Lake 
City area, and to sell said electrical 
energy in and around such area; that 
in the production of said electrical 
energy, he used a 25-kw-capacity Allis 
Chalmers generator; that in 1948 he 
purchased a 35-kw generator, and in 
1949, a new 45-kw diesel electric gen- 
erating unit ; that said generating units 
were unsatisfactory and did not fur- 
nish economical electrical energy ; that 
the complainant, W. O. Baker, owned 
a small hydroelectric plant of a ca- 
pacity of 100 kw within a few miles of 
Lake City, and said complainant and 
the said George J. Fesser entered into 
a contract, whereby Baker agreed to 
furnish 100 kilowatts of electrical en- 
ergy on a 24-hour basis, for a period 
of ten years, at the rate of 4 cents per 
kwh, and further agreed to furnish a 
a standby prime mover to supplant the 
hydro-plant in case of a breakdown or 
failure of water supply ; that said Baker 
also loaned the said Fesser the sum of 
$1,000 with which to build a transmis- 
sion line from the hydro-plant to Fes- 
ser’s distribution system within the 
town of Lake City; that pursuant to 
said agreement, Baker purchased a 
prime mover and installed the same at 
a cost to him in excess of $3,000; that, 
at the hearing on Application No. 
10743, supra, which resulted in the or- 
der of this commission granting a cer- 
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tificate of public convenience and ne- 
cessity to Fesser, the commission, in 
determining the value of the public 
utility for rate-making purposes, con- 
sidered the hydroelectric generating 
plant owned by Baker, and also the 10- 
year contract between Baker and Fes- 
ser; that Baker furnished electrical 
energy to Fesser pursuant to the con- 
tract referred to up to June 16, 1951; 
that on the night of said day, high wa- 
ter disturbed the operation of Baker’s 
hydroelectric plant, and Baker there- 
upon turned off the flow of water into 
the hydroelectric plant, and turned on 
the Diesel generator; that, at about 2 
o’clock a.m. the following morning, 
the water flow was again usable for the 
generation of hydroelectric power, and 
Baker turned the water back on and 
discontinued the operation of the 
Diesel unit ; that, in order to make this 
change-over, it was necessary for com- 
plainant to shut off the power for ap- 
proximately ten minutes, which cessa- 
tion of power resulted in a disagree- 
ment between the said Baker and the 
said Fesser. 

That during the month of July, 
1951, Baker had the meter tested, 
which measured the electrical energy 
furnished to Fesser, and the meter 
was out of service from July 3rd to 
July 19th, resulting in a further dispute 
between Baker and Fesser as to the 
amount of electrical energy furnished 
during the period that said meter was 
out of service; that Baker continued to 
furnish electrical energy to Fesser un- 
til October 25, 1951, at which time 
Fesser severed the transmission line 
from the hydroelectric plant to the 
town distribution system, commenced 
to operate his own generating units, 
and refused, and continues to refuse, to 
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take any further electrical energy from 
Baker under the contract referred to; 
that said discontinuance resulted in an 
offer by Baker to submit the matter of 
the balance due for electrical energy to 
arbitration, which offer was refused by 
Fesser, and, at the time of the hearing, 
an action was pending between Baker 
and Fesser relative to the balance, if 
any, due for electrical energy to Baker 
under said contract; that Fesser has 
continued to furnish electrical energy 
to the residents of the Lake City area 
from Diesel or gas-driven generators. 

That on or about March 19, 1953, 
the said Lake City Light and Power 
Company, which had been formed by 
Fesser, his wife, and father, instituted 
an action under § 52, Chap 61, 1935 
Colorado Statutes Annotated, in the 
district court of Hinsdale county, Colo- 
rado, seeking to condemn certain por- 
tions of the Church Placer Mining 
Claim, the said claim being also known 
as the “Finley, Hotchkiss, and Church 
Placer,” being U. S. Survey No. 40, 
and further seeking to condemn certain 
power rights decreed from the river 
passing through said claim, the prop- 
erty sought to be condemned being the 
property of H. L. Townsend, of Lake 
City, Colorado, and C. H. Murphey, of 
Syracuse, Kansas. That the declared 
purpose for the condemnation of said 
property was the installation thereon of 
a hydroelectric plant to generate elec- 
trical energy; that the company pro- 
posed to generate electrical energy 
from said proposed hydroelectric plant 
and sell the same to George J. Fesser, 
who, in turn, would retail such elec- 
trical energy under his certificate of 
public convenience and necessity from 
this commission and under his fran- 
chise from the town of Lake City, Colo- 
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rado, to the customers within the Lake 
City area; that the plaintiff in said 
action, Lake City Light and Power 
Company, sought immediate posses- 
sion of the aforesaid property and a 
hearing was held before said district 
court, as the result of which said Lake 
City Light and Power Company was 
held to be entitled to immediate posses- 
sion of said property upon payment of 
$6,000, which was determined by the 
court as the reasonable value thereof; 
that, at the time of the hearing herein, 
said company had not deposited in the 
registry of said court said sum of $6,- 
000, and had not gone into possession 
of the property sought to be con- 
demned. 

That the capital stock of said Lake 
City Light and Power Company con- 
sists of 2,000 shares, of no-par value; 
that at the organizational meeting of 
said corporation, the officers were au- 
thorized to issue 100 shares of such 
stock at a value of $20 per share, to 
George J. Fesser, in consideration of 
the transfer by him to the corporation 
of all his interest in a certain hydro- 
electric generator, which interest at 
said time was of the value of approxi- 
mately $100; that at said meeting the 
officers were also authorized to issue 
one share of the stock of said corpora- 
tion to George T. Fesser, father of the 
said George J. Fesser. It appears from 
the records of said organizational meet- 
ing that at the date thereof, on March 
13, 1953, the said George J. Fesser 
was indebted to his father, George T. 
Fesser, in the sum of $12,500, and the 
latter agreed to extend the date of the 
repayment of said sum and advance 
additional amounts not to exceed $4,- 
000, with which to install the hydro- 
electric plant proposed on the land to be 
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condemned by the corporation, provid- 
ed a new note and mortgage covering 
the full amount of the investment of 
said George T. Fesser was executed 
and delivered, and provided further 
that he was issued said one share of 
stock at a par value of $20. It was at 
said meeting that the condemnation 
proceedings of said property were au- 
thorized and the said George J. Fes- 
ser proposed to the company that he, as 
owner of the distribution system and 
the certificate issued by this commis- 
sion, would purchase all of the power 
generated by the corporation for use in 
supplying his customers, and 50 per 
cent of the net profits received from the 
retail sales of said electricity would be 
credited to the corporation as payment 
therefor. This proposition was ac- 
cepted by unanimous vote. 


At the hearing on the condemnation 
suit before the district court in Hins- 
dale county, Colorado, on March 28, 
1953, the said George J. Fesser testi- 
fied that at the time of the organiza- 
tional meeting referred to he had con- 
tracted to purchase said hydroelectric 
generation equipment from Poston 
Motor Company, of Canon City, Colo- 
rado, for the sum of $3,000, upon 
which he had made a payment of but 
$100, and upon which he still owed 
$2,600 at the time the corporation 
authorized the issuance to him of 100 
shares of its Capital Stock at $20 per 
share for his equity in said equipment, 
the corporation assuming the respon- 
sibility of paying the balance. In other 
words, he received the 100 shares of 
stock at $20 per share for his equity 
of $400 in the equipment. No meeting 
of the stockholders or directors of the 
corporation had been held subsequent 
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to the organizational meeting and up 
to the date of the hearing. 

For a first cause of action in the in- 
stant complaint, said W. O. Baker al- 
leges that said Lake City Light and 
Power Company is a public utility 
under the laws of the state of Colorado, 
and is subject to regulation and control 
by this commission, by reason of the 
objects and purposes set forth in its 
Articles of Incorporation, the institu- 
tion of the condemnation proceedings 
in the district court of Hinsdale coun- 
ty, Colorado, and the intention of the 
said corporation to generate electrical 
energy and sell the same to the said 
George J. Fesser for retail among his 
customers; that said corporation has 
not applied for or received a certificate 
of public convenience and necessity 
from this commission for the construc- 
tion of said hydroelectric plant contem- 
plated, and, under the provisions of 
§ 36(a), Chap 137, 1935 Colorado 
Statutes Annotated, it is incumbent 
upon said corporation to obtain such a 
certificate before constructing such a 
plant, and, in failing to apply for such 
certificate, said corporation has vio- 
lated and failed to comply with the re- 
quirements of the laws of the state of 
Colorado pertaining to regulation and 
control of public utilities; that there 
are adequate supplies of electrical en- 
ergy available in the Lake City area, 
and no need for the construction of an 
additional hydroelectric plant exists; 
that there is a question as to financial 
resources of said corporation, and 
further, preparatory work should not 
be permitted to continue until and un- 
less said corporation obtains from this 
commission a certificate of public con- 
venience and necessity for the con- 
struction of said new plant. Complain- 
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ant asks the determination by this 
commission as to whether said Lake 
City Light and Power Company and 
George J. Fesser, or either of them, 
has violated the laws of the state of 
Colorado in failing to apply for and se- 
cure a certificate of public convenience 
and necessity from this commission for 
the construction of the proposed hy- 
droelectrical generating plant, and in 
the event the commission determines 
that such violation has occurred, that 
said corporation and said George J. 
Fesser be required to file with the com- 
mission an application for such certifi- 
cate and that a hearing be held on said 
application ; that said corporation and 
said George J. Fesser be restrained 
and enjoined by order of this commis- 
sion from proceeding with the above- 
referred-to eminent domain proceed- 
ing until such time as the issues raised 
by the complaint have been determined 
by this commission. 


The commission must first deter- 
mine from the evidence and the appli- 
cable law whether or not the respond- 
ent corporation is a public utility under 
the laws of the state of Colorado. If 
the answer is in the affirmative, the cor- 
poration is subject to regulation and 
control by this commission. 

[1,2] The complainant contends 
that respondent corporation is a pub- 
lic utility, by reason of the fact that its 
Articles of Incorporation contain pow- 
ers broad enough to bring it under the 
definition of a public utility, set forth in 
our Public Utility Laws. The pur- 
poses and objects for which the corpo- 
ration was formed are set forth verba- 
tim in the complaint, and appear above. 
A public utility is defined by § 3, Chap 
137, Colorado Statutes Annotated, 
1935, as follows: ‘The term ‘public 
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utility,’ when used in this chapter, in- 
cludes every ... . electrical corpo- 
ration, operating for the 
purpose of supplying the public for do- 
mestic, mechanical, or public uses, 

and each thereof, is hereby 
declared to be a public utility and to be 
subject to the jurisdiction, control, 
and regulation of the commission and 
to the provisions of this chapter.” 

Complainant cites the case of Engle- 
wood v. Denver (1951) 123 Colo 290, 
300, 229 P2d 667, in which our su- 
preme court said: “We find little need 
to enter into a lengthy discussion of 
what is or what is not a public utility, 
because we would ultimately apply the 
almost universally accepted test, which 
summarized is, that to fall into the 
class of a public utility, a business or 
enterprise must be impressed with a 
public interest and that those engaged 
in the conduct thereof must hold them- 
selves out as serving or ready to serve 
all members of the public, who may re- 
quire it, to the extent of their ca- 
pacity.” 

As stated in the answer brief, it is 
well-settled law that the determination 
of whether a corporation is a public 
utility depends upon its acts and the 
actual service it is performing, rather 
than its powers under its charter, the 
rule being stated by American Juris- 
prudence as follows: “In the determi- 
nation of whether a corporation is or is 
not a public utility, the important thing 
to consider is what it actually does, not 
what its charter says it may do.” 18 
Am Jur § 23, p. 425. 

Corpus Juris Secundum states the 
law as follows: “While the power 
possessed by a corporation under its 
charter or general statutes may be in- 
quired into to determine whether it is 
























authorized to perform a public service, 
the question whether it is or is not a 
public utility depends not on its pow- 
ers, but on its acts, and so, on the one 
hand, the fact that it has power to en- 
gage in the business of a public utility 
does not ipso facto make it such, nor, 
on the other hand, is the fact that it 
may not have been given such power 
conclusive that it is not in fact acting 
as a public utility and to be treated as 
such.” 73 CJS p. 993. 

We must hold that the object and 
purpose set forth in the Articles of In- 
corporation of the respondent corpora- 
tion, giving it the power to engage in 
the business of a public utility, does 
not ipso facto make it such. 

We must then consider whether or 
not the acts actually performed by the 
respondent corporation are such as to 
make it subject to our jurisdiction and 
control. The evidence is to the effect 
that the corporation was formed for 
the purpose of supplying wholesale 
electrical energy to Fesser for use in 
operating his distribution system with 
the ultimate intent that the assets and 
authority of the distribution system 
should be transferred to the cor- 
poration, provided the transfer is ap- 
proved by the commission. 

[3] As its first step, the corporation 
sought possession of an appropriate 
site for its power plant by condemna- 
tion proceedings, and it is alleged by 
the complainant that the institution of 
the condemnation proceedings and the 
intent of the corporation to generate 
electrical energy for sale by Fesser at 
retail is proof that the corporation is 
a public utility. The statute invoked 
by the corporation in the condemnation 
proceedings reads as follows: 


“Companies that may condemn real 
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estate, rights of way, easements, or 
other rights. If any corpora- 
tion formed for the purpose of con- 
structing electric plants, shall 
be unable to agree with the owner, for 
the purchase of any real estate or right 
of way or easement or other right nec- 
essary or required for the purpose of 
any such corporation, for transacting 
its business, or for any lawful purpose 
connected with the operations of the 
company, such corporation may ac- 
quire title to such real estate or right 
of way, or easement or other right, in 
the manner provided by law for the 
condemnation of realestate . . . .” 
1935 Colo Stats Anno Chap 61, § 52. 

It must be conceded that the re- 
spondent corporation was formed for 
the purpose of constructing an electri- 
cal plant, was unable to agree with the 
owners for the purchase of the site for 
the plant, and was entitled, under the 
statute, to condemn the necessary plant 
site. This was recognized by the dis- 
trict court in permitting the immedi- 
ate possession of the site by the re- 
spondent corporation upon payment of 
a specified sum. The authority to in- 
stitute such proceedings is given to any 
of the corporations named in the stat- 
ute, including an “electrical corpora- 
tion.” Does the fact that respondent 
corporation, an “electrical corpora- 
tion,” instituted the condemnation pro- 
ceeding constitute proof that the cor- 
poration is a public utility subject to 
our jurisdiction? We must answer 
this question in the negative. The re- 
spondent corporation was a company 
authorized to bring the condemnation 
proceedings under the statute, whether 
or not it was a public utility. 

Our attention has been called to our 
Decision No. 4924, Case No. 1070, Re 
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Moffat Coal Co. decided February 25, 
1933, reported in 9 Colo PUC 540, 
541. This was a general investiga- 
tion by the commission, on its own mo- 
tion, to determine whether Moffat 
Coal Company, hereinafter referred to 
as the “company,” was engaged as a 
public utility in the generation and sale 
of electrical energy in the town of Oak 
Creek and vicinity, and whether the 
company should have a certificate of 
public convenience and necessity as a 
condition of its continued operation as 
such a utility. The company denied 
that it was or intended to become a 
public utility within the meaning of the 
laws of the state of Colorado. 

The company had made a contract 
with the town of Oak Creek, herein- 
after referred to as the “town,” recit- 


ing that the company has a surplus of 
electrical energy over and above its 
needs in operating its coal mines, which 


electrical energy it was willing to sell 
to the town, which was about to erect 
and maintain a transmission and dis- 
tribution system in the town and vicin- 
ity. The company contracted to supply 
to the town electrical energy out of its 
surplus and the contract provided: 
“The company is not a public utility or 
service company and, by entering into 
this contract, is not holding itself out 
or undertaking to furnish electrical 
power or energy to the public or to the 
individual residents and inhabitants of 
the town or other territory in the 
proximity of saidtown ... .” 
The company took the position at 
the hearing that it was not a public 
utility. It had never sold energy even 
to its own employees. In its decision, 
this commission cited the definition of 
a public utility (then embraced in § 
2921, C. L. 1921), stating that the 
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statutes require a certificate of public 
convenience and necessity only for “the 
construction of a new facility, plant, or 
system, or of any extension of its facil- 
ity, plant, or system” or the exercise of 
“any rights or privilege under any 
franchise, permit, ordinance, vote, or 
other authority hereafter granted or 
under any franchise, permit, ordi- 
nance, vote, or other authority here- 
tofore granted, but not heretofore actu- 
ally exercised.” 

The Articles of Incorporation of the 
Moffat Coal Company, as amended, 
set forth similar objects and purposes 
as are set forth in the Articles of In- 
corporation of the respondent corpora- 
tion herein, one of them being “to 
construct or establish the necessary 
plant or plants with all necessary 
equipment, rights, and privileges for 
the manufacture and production of 
electricity and to use, furnish, sell, and 
supply the same.” In its decision, at 
p. 544, the commission stated: ‘“‘As- 
suming that, under this language, the 
company has the power to become a 
public utility, the mere power to be- 
come such does not make it such.” 

As in the instant case, the exercise 
of a claimed power of eminent domain 
was involved in the Moffat Case, and 
the commission stated in its decision, 
at p. 544: “The exercise of a claimed 
power of eminent domain undoubtedly 
would be some evidence that the one 
exercising the claimed power is a pub- 
lic utility, but as in the case of the pow- 
er to sell to the public the mere charter 
or statutory power to exercise the pow- 
er of eminent domain would not make 
the corporation a public utility.” 

[4] Citing 51 CJ 5, 6; State ex rel. 
Buchanan County Power Transmis- 
sion Co. v. Baker (1928) 320 Mo 
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1146, PUR1929A 106, 9 SW2d 589, 
and other cases. After a full discus- 
sion of the evidence and applicable law, 
the commission found that the Moffat 
Coal Company was not a public utility, 
as defined by the statutes of the state of 
Colorado, and dismissed the proceed- 
ings. A petition for rehearing was 
filed by Colorado Utilities Corpora- 
tion, an intervener, which petition 
was denied, and the case was reviewed 
by our supreme court, and reported 
(1936) in 99 Colo 189, 17 PUR NS 
187, 191, 194, 195, 61 P2d 849. 

In its decision, the supreme court 
reviewed the facts as above stated, and 
found that the real question to be deter- 
mined was “‘Did it (the coal company ) 
become a public utility by the execution 
and performance of this contract? An 
affirmative answer requires a holding 
that by the contract the company was 
supplying electricity to the public.” 

The court, after setting forth the 
contract between the coal company and 
the town of Oak Creek, stated: 

“The contract above quoted is not a 
contract with the public, but is one 
entered into with a municipal corpora- 
tion in its proprietary capacity. The 
municipality was responsible for its 
acts in connection with the supplying 
of this commodity to its citizens. . . . 

“Tt is clear that Moffat Coal Com- 
pany was not operating for the pur- 
pose of supplying electrical energy to 
the public. There is no distinc- 
tion between a sale by the company to 
the municipality, in its proprietary 
capacity, of its surplus energy and a 
sale of the same to a private enterprise. 
The contract provides for one sale, of 
one commodity, to one customer, and 
not for a sale to the public or the in- 
habitants of the particular community 
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at large. The company had no control 
and no concern as to the disposition or 
distribution of the electricity sold, nor 
the charges made therefor.” 

Our supreme court held that the 
company, in supplying wholesale power 
to the town of Oak Creek, was not a 
public utility and not subject to the 
jurisdiction of the public utilities com- 
mission. 


In view of the evidence and the ap- 
plicable law, we are of the opinion that 
the case last above cited is controlling. 
The respondent corporation has agreed 
to sell all electrical energy generated at 
its proposed power plant to Fesser, and 
Fesser has agreed to purchase all of 
said power and pay therefor one-half 
of the net proceeds received from the 
retail sales under his present certificate 
of public convenience and necessity. 
We must hold that Lake City Light 
and Power Company is not a public 
utility under the laws of the state of 
Colorado, and not subject to regula- 
tion and control by this commission at 
the present time, either by reason of the 
objects and purposes set forth in its 
Articles of Incorporation, the institu- 
tion of the condemnation proceedings 
in the district court of Hinsdale coun- 
ty, Colorado, its intention to generate 
electrical energy and sell the same to 
George J. Fesser for retail among his 
customers, or any violation of the laws 
of the state of Colorado in failing to 
apply for and secure a certificate of 
public convenience and necessity from 
this commission for the construction of 
its proposed hydroelectrical generating 
plant. 

Complainant asks George J. Fesser 
and the respondent corporation be re- 
stricted and enjoined by order of the 
commission from proceeding with the 
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above-referred-to eminent domain pro- 
ceedings. For the reasons above giv- 
en, this request must be denied, as well 
as the request that the respondent cor- 
poration and George J. Fesser be re- 
quired to file with the commission an 
application for a certificate of public 
convenience and necessity. The sec- 
ond request may be renewed at some 
later date provided changed conditions 
justify further proceedings. 

[5] For a second cause of action in 
the instant complaint, complainant sets 
forth certain of the facts developed at 
the hearing and requests an order re- 
quiring the respondent corporation 
and George J. Fesser to accept elec- 
trical energy generated by W. O. Bak- 
er in compliance with the contract 
entered into between said Fesser and 
Baker, above referred to. In the alter- 
native, he asks that the commission 
enter an order releasing the said W. 


O. Baker from any and all duty to 
furnish electrical energy to the said 
George J. Fesser. 

Suffice it to say that the commission 
is an administrative agency, and has no 
mandatory or other extraordinary 


powers. Moreover, the liability of the 
said George J. Fesser under the con- 
tract referred to is the subject of legal 
action now pending in the appropriate 
district court between Fesser and Bak- 
er and the commission will not at- 
tempt to substitute an order in lieu of 
the legal determination of these ques- 
tions by the district court. 

[6] For a third cause of action, 
complainant asks that the respondent 
corporation be required to file an ap- 
plication for permission to issue stock 
and explain to the commission its pro- 
posed financial structure, prove to the 
commission that it has a firm financial 
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basis upon which to operate, and sub- 
mit to the commission a determination 
as to whether said corporation should 
be authorized to issue stock. 

This cause of action is evidently 
based upon the evidence as to the pro- 
ceedings at the organizational meeting 
of the corporation, at which time the 
corporation was authorized to issue 
100 shares of stock at a par value of 
$20 per share to George J. Fesser, in 
consideration of his transfer to the cor- 
poration of his interest in his certain 
hydroelectric generator and at which 
meeting one share of stock was author- 
ized to be issued to George T. Fesser 
in consideration of an extension by 
him of the note and mortgage then 
held by him on the assets of George J. 
Fesser. 

The law relative to this cause of ac- 
tion is found in Chap 253 of the Ses- 
sion Laws of Colorado for 1947, which 
provides: “That the power of every 
gas or electric corporation operating 
as a public utility as defined in § 3 of 
Chap 137, 1935 Colorado Statutes An- 
notated, to issue, assume, or guaran- 
tee securities and to create liens on its 
property situated within this state is a 
special privilege hereby subjected to 
the supervision and control of the com- 
mission.” 

In view of the fact that we must hold 
that the respondent corporation is not 
operating as a public utility, as defined 
in the act cited, this law relative to the 
issuance and guarantee of its securities 
is not applicable to the corporation, 
and, as George J. Fesser is operating 
the distribution system in Lake City 
as an individual, this act has no appli- 
cability so far as execution of any lien 
on his property. 

As a fourth cause of action, com- 
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plainant alleges that one H. L. Town- 
send had applied to the said George J. 
Fesser to have electrical energy fur- 
nished to him and the latter, without 
good reason, refused to furnish such 
service, complainant alleging that the 
actual reason for refusal to give such 
service was the fact that said H. L. 
Townsend was a part owner of the 
property the respondent corporation 
was seeking to condemn. 

At the hearing, there was contradic- 
tory evidence as to a controversy over 
a certain switch which Townsend re- 
quested and which had not been fur- 
nished by Fesser. The commission 
has since been advised that this switch 
has been installed and service is cur- 
rently being supplied to Townsend and 
there would be no object in now re- 
quiring that such service be furnished 
as requested by complainant. 

As a fifth cause of action, complain- 
ant alleges that said George J. Fesser 
has failed to comply with that portion 
of the commission’s order of Novem- 
ber 28, 1950, 87 PUR NS 462, requir- 
ing him to file his rules and regula- 
tions, set up his books and accounts in 
agreement with the uniform classifica- 
tion of accounts, and bring all his prac- 
tices as to meter testing, records of me- 
ters, records of customers, complaints, 
and deposits, and records of outages 
into compliance with the commission’s 
requirements within twenty days from 
the date of the order. 

The commission is advised by the 
staff that the said George J. Fesser has 
made substantial compliance with the 
requirements of said order and will be 
required to fully comply with such re- 
quirements as have not been made. 
The commission will leave this matter 


to the consideration and action of its 
staff. 


Findings 


After careful consideration of the 
evidence and the questions raised, we 
are unable to conclude that respondent, 
Lake City Light and Power Company, 
a Colorado corporation, brings itself 
within the statutory language: “oper- 
ating for the purpose of supplying the 
public for domestic, mechanical, or 
public uses,” and the commission is of 
the opinion, therefore, and so finds, 
that said respondent corporation is not 
a public utility, as defined by the stat- 
utes of the state of Colorado. 


The testimony given at the hearing 
relative to the controversies between 
Fesser and Baker as to the balance due 
the latter from the former for electrical 
energy, physical damages, expenses of 
the eminent domain proceedings, and 
the various suits between the parties 
and the unsatisfied judgments against 
the said Fesser are all matters for judi- 
cial determination, and matters over 
which this commission has no jurisdic- 
tion. 

The commission is further of the 
opinion that complainant has not 
shown that he is entitled to relief from 
this commission under any of the caus- 
es of action set forth in the complaint 
and that this case should be dismissed. 


ORDER 


It is therefore ordered, that the 
above-entitled case should be, and the 
same is hereby, dismissed. 

It is further ordered, that this order 
shall become effective twenty-one days 
from date. 
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Re Hudson Bus Lines, Inc. 


D.P.U. 10552 
April 2, 1954 


NVESTIGATION of transit company’s application for authority 
to increase fares; increase denied. 


Expenses, § 61 — Insurance premiums — Policy on stockholder’s life. 
1. Insurance premiums on policies on the life of a transit company’s sole 
stockholder, required by and payable to a bank which permitted the com- 
pany to borrow money on the strength of the stockholder’s indorsement 
of company notes, is not a proper corporate expense and will not be 
allowed as a charge against gross operating income, p. 110. 


Expenses, § 11 — Nonrecurring items — Transit company. 
2. The costs incurred by a transit company in developing a bus line for 
which the Interstate Commerce Commission refused to issue a franchise 
and license will not be allowed as an operating expense, since such costs 
represent a nonrecurring item and have no bearing on intrastate opera- 
tions, p. 110. 


§ 199 — Transit company — Segregation of charter business and school bus 
business. 

3. The only basis for a claim that a transit company is entitled to segregate 

its charter business and its school bus business from its regular route opera- 

tions, so as to show the inadequacy of fares to support regular route opera- 

tions, is that the charter and school bus business is nonutility and, conse- 

quently, must be isolated from utility operations, p. 111. 


§ 648 — Evidence — Burden of proof. 

4. The burden is on a utility in any rate case to present sufficient credible 
evidence to support any of its contentions, and the department is under 
no obligation to seek such information itself, nor is it obligated to accept 
the utility’s evidence if it conflicts with accepted and reasonable accounting 
practices, p. 111. 


§ 648 — Evidence — Segregation of business. 

5. A transit company seeking to exclude revenues from a part of its busi- 
ness, as a basis for securing a rate increase for other operations, must 
accurately segregate all revenues, expenses, and costs, p. 111. 


Public utilities, § 95 — Transit company — School buses. 
6. The carriage of school children for hire is fundamentally the same sort 
of activity as is the carriage of the general public for hire; and the fact 
that such operations are carried on under a contract with municipalities 
or that they are called “school bus” operations do not settle the problem 
of isolating such operations from a transit company’s common carrier 
service in a rate proceeding, p. 112. 


3 PUR 3d 108 





RE HUDSON BUS LINES, INC. 


Public utilities, § 91 — Transit company — Charter service. 
7. Charter service rendered by a transit company is a utility function clearly 
under the jurisdiction of the department, p. 113. 

Revenues, § 5 — Transit company — Charter service. 
8. Revenues from charter service rendered by a transit company should 
be included in the over-all operations of the common carrier, since such 
service is a utility function under the jurisdiction of the department, 


p. 113. 


Apportionment, § 40.1 — Expenses — Transit company — Regular routes and 


school buses. 


9. A transit company seeking to segregate school bus service expenses from 
total expenses will not be allowed to apply a fixed percentage (representing 
the ratio of school bus mileage to total mileage) to all expense figures, since 
there are numerous expenses, such as insurance, which are not a function of 
mileage at all, but are normally a function of revenue, p. 113. 


Apportionment, § 18 — Expenses — Transit company — Drivers’ wages. 
10. A bus company’s arbitrary allocation of its drivers’ wages for the pur- 
pose of segregating regular route and school bus operations is not justified 
where actual figures could have been furnished and the company has not 
satisfactorily explained the method of allocation employed, p. 113. 


Return, § 73 — Reasonableness as a whole — Bus company. 
11. A bus company will not be authorized to increase regular route rates 
where the company’s over-all operation, including charter and school bus 
service, produces a safe operating ratio (90.8 per cent) and an adequate 


return under existing rates, p. 114 


APPEARANCE: James H. Sullivan, 
for Hudson Bus Lines, Inc. 


By the DEPARTMENT: Hudson Bus 
Lines, Inc., filed, to be effective June 
29, 1953, its M.D.P.U. No. 6 which 
incorporated increased rates of fare for 
all classes of riders and in all zones. 
The department suspended the oper- 
ation of these schedules and a public 
hearing was held thereon in Wey- 
mouth on July 1, 1953, and in Boston 
on July 15, 1953. After the results 
for the first nine months of 1953 be- 
came available, the department re- 
opened the hearings on December 9, 
1953, at which time further evidence 
as to current operations was intro- 
duced. There was no appearance in 
opposition ‘to the respondent’s pro- 
posals. 
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Hudson Bus Lines, Inc., as of 
December 31, 1952, operated 17 vehi- 
cles in regular passenger service with- 
in the town of Weymouth and vicinity 
and also 4 school buses which it had 
acquired during 1952. At the time of 
the hearings, it had entered into addi- 
tional school bus contracts, as the re- 
sult of which it was then operating 18 
or 19 such vehicles in the towns of 
Braintree and Weymouth. Its regular 
route operations covered a total of 59.3 
miles of highway over which it car- 
ried, during 1952, 425,352 passengers 
in the course of running 356,397 bus 
miles. Respondent started operations 
over its presently certified routes on 
January 1, 1948, when it took over 
the service previously rendered by 
Lovell Bus Lines, who had gone out 
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of business. Prior to that time, nei- 
ther respondent nor any related in- 
terest had operated in or near its pres- 
ent territory. 

[1] Respondent’s return filed with 
the department as of December 31, 
1952, shows gross passenger operat- 
ing revenues of $184,827 and gross 
operating income of $11,868. It oper- 
ated during the year at a ratio of 93.58 
per cent. Respondent reported a total 
of $4,475 income deductions against 
this net operating income, of which the 
amount of $3,380 was included as 
“other deductions.” It thus arrived 
at a net income after taxes of $4,698 
for the year. Of the other deductions 


so listed, $1,724 was for premiums on 
certain life insurance policies carried 
on the life of Kenneth Hudson, the 
sole stockholder, which was required 
by the lending banks on Mr. Hud- 
son’s indorsement of the company’s 
borrowings for the purchase of equip- 


ment. The policies are made payable 
to the banks and the corporation has 
no interest in them. The corporation, 
of course, remains primarily liable on 
these notes and would be liable to re- 
imburse his estate if Mr. Hudson died 
and the policies were paid to the bank 
on his indorsement. We do not be- 
lieve that this is a proper corporate 
expense and we cannot allow it as a 
charge against gross income. If the 
policies were made payable to the cor- 
poration, a different question might 
be presented. 

[2] The balance of the “other de- 
ductions” subtracted by the company 
in computing its net income was an 
item in the amount of $1,656 de- 
scribed as: “Expense of development 
of Portsmouth, N. H., bus line 
charged off as this company will not 
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be granted a franchise and license to 
operate lines of B. & M. Transpor- 
tation Co. by I.C.C.””. Not only is this 
item a nonrecurring item but we are 
not furnished with any further ex- 
planation by the company of this 
expense and, furthermore, it has no 
bearing upon the present intrastate 
operations of the corporation. This 
amount will be disallowed as a corpo- 
rate expense. No testimony appears 
in the record as to proper allocation of 
federal income taxes. Accordingly, 
we find that respondent had net in- 
come in 1952 transferable to profit and 
loss in the amount of $7,855. 

The balance sheet of respondent as 
of the year end showed net carrier 
operating property in the amount of 
$58,150. The gross income reported 
represents a return of 20.4 per cent on 
this investment. The net transferable 
to profit and loss of $7,855 represents 
a return of about 22.5 per cent on 
equity funds, including undistributed 
surplus. It most certainly cannot be 
said that respondent’s 1952 operations 
were conducted at less than a reason- 
able profit, unless separate treatment 
is given to its regular route and 
charter business, including school con- 
tracts. 

We were furnished with estimates 
for 1953 based on four months’ expe- 
rience which indicated that respondent 
would be operating for that year at 
an over-all loss of $2,691. However, 
the figures for the first nine months of 
1953 introduced at the December 
hearing show an unadjusted net in- 
come transferable to profit and loss of 
$5,937.09 as compared with $5,403.56 
for the similar period in 1952. It was 
operating during this period at a ratio 
of about 90.8 per cent. This provides 
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for a reasonable margin of safety in 
bus operations. We find that respond- 
ent could reasonably anticipate that its 
operations in 1953 would be at least as 
profitable as they were in 1952. There 
is no evidence of increased costs in the 
final quarter of the year which would 
lead to a contrary conclusion. This 
finding is supported by the annual re- 
turn of respondent to the department 
as of December 31, 1953, which shows 
a net income transferable to profit and 
loss for the year of $9,151.48, as com- 
pared with a comparable figure for 
1952 of $4,698. After adding back 
the amount of the premium on Hud- 
son’s life insurance policies, this net 
profit for 1953 becomes $10,210.05. 
Since the figures for the year 1953 
are not in evidence, however, we do 
not base our findings upon them. 
The balance sheet attached to the 
September, 1953, statement shows net 
carrier operating property as of Sep- 
tember 30, 1953, of $115,642. The 
unadjusted gross income reported as 
of that date was $10,261, representing 
a return on an annualized basis of 11.7 
per cent on net plant. The unad- 


justed balance transferable to profit- 


and loss of $5,937 represents a return 
on a similarly annualized basis of 
about 19.3 per cent on equity funds 
as there stated. Not only do these 
figures fail to show any hardship on 
respondent ; they are extremely gener- 
ous. We believe it is safe to say that 
any carrier under our jurisdiction 
would be very happy to have an equal- 
ly favorable balance sheet and earnings 
position. 

[3] Respondent rests its case fun- 
damentally on the proposition that it 
is entitled to segregate its charter 
business and its school bus business 
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from its regular route operations and 
that, if it shows that its fares are in- 
adequate to support its regular route 
operations, it is entitled to increase 
them accordingly. The only possible 
basis upon which such a claim could 
be sustained is that the charter and 
school bus business is a nonutility 
business and consequently must be 
isolated from the utility operations of 
the carrier under the familiar rule laid 
down in MacRae v. Concord (1937) 
296 Mass 394, 398, 6 NE2d 366, 108 
ALR 1450; Re Opinion of the Jus- 
tices (1938) 300 Mass 591, 593, 23 
PUR NS 349, 14 NE2d 392, 115 
ALR 1158; Lowell Gas Co. v. De- 
partment of Public Utilities (1949) 
324 Mass 80, 99, 78 PUR NS 506, 
84 NE2d 811, and Boston Consol. 
Gas Co. v. Department of Public Util- 
ities (1951) 327 Mass 103, 109, 110, 
90 PUR NS 259, 97 NE2d 521. 
[4,5] The practical application of 
this rule involves many very difficult 
problems even in the classic case 
where a gas or electric company is en- 
gaged in the merchandising and job- 
bing business. In such case, the allo- 
cation of joint expenses and the segre- 
gation of capital present extremely 
nice questions of accounting. See 
Boston Consol. Gas Co. v. Depart- 
ment of Public Utilities, supra. When 
recourse is taken to this principle, two 
other major considerations must be 
kept in mind. In the first place, the 
burden is on the utility in any rate case 
to present sufficient credible evidence 
to support any of its contentions. The 
department is under no obligation to 
seek such information itself, nor is it 
obligated to accept the utility’s evi- 
dence if it conflicts with accepted and 
reasonable accounting practices. In 
3 PUR 3d 





the second place, a most important 
corollary to the principle of the fore- 
going cases is that all revenues, ex- 
penses, and costs must also be accu- 
rately segregated, as illustrated by the 
Boston Consolidated Gas Case, supra. 

[6] If the proposed segregation is 
to be made, we believe we should insist 
upon a most strict compliance with 
these principles. Respondent became 
in position to bid on the school con- 
tracts by virtue of its situation as a 
common carrier within the area. 
Practically without exception, the 
other bus companies under our juris- 
diction recognize the close tie-in be- 
tween their primary business and the 
school bus business, and include such 
revenues in their reported charter rev- 
enues. 
such carrier has made this claim before 
us. We must assume that the mu- 
nicipal authorities, when they made 
these contracts, knew these facts and 
expected that the school bus business 
would normally be considered a part 
of respondent’s total business in a rate 
proceeding. We doubt that the possi- 
bility of the instant claim ever occurred 
to them, and we cannot assume that 
such possibility would have made no 
difference in their deliberations on re- 
spondent’s bid for the contracts. The 
carriage of school children for hire is 
fundamentally the same sort of activ- 
ity as is the carriage of the general 
public for hire, unlike the merchandis- 
ing activities of an electric or gas util- 
ity. The statutes clearly contemplate 
that the same bus may be a “school 
bus” one day and be used for regular 
route operation the next, and, in prac- 
tice, this is very often the case. The 
refinements in accounting technique 
which such practices would introduce 
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This is the first time that any 


would be exquisitely fine were we to 
support respondent’s contentions in 
this case. 

Under Chap 159A of the General 
Laws, the department is given juris- 
diction over the carriage of persons 
for hire by motor vehicles. Section 
11A places the operation of such vehi- 
cles in what are therein defined as 
charter or special services under our 
jurisdiction. However, it is specifical- 
ly provided therein that: 

“The terms ‘charter service’ or ‘spe- 
cial service’ shall not include the oper- 
ation of a motor vehicle actually used 
for the transportation of school chil- 
dren under a contract with a munici- 
pality or municipal board, or for the 
transportation of school children in a 
school bus, as defined in section one 
of chapter ninety, to or from events of 
public interest, or the operation of a 
motor vehicle actually used for the 
transportation of school children to 
and from school; provided, that the 
authorities of such school shall have 
entered into a written agreement with 
the owner of the motor vehicle for the 
furnishing of such transportation; or 
the operation of a motor vehicle so 
used and owned and operated by such 
authorities; or the operation of sight- 
seeing automobiles licensed under 
chapter three hundred and ninety-nine 
of the acts of nineteen hundred and 
thirty-one.” 

Section 1 of G.L., Chap 90, referred 
to in the foregoing quotation, defines 
a school bus as follows: 

“School bus,’ any motor vehicle 
used for the transportation of school 
children, while so used, but not includ- 
ing any such motor vehicle used for 
not more than three days in case of 
emergency or a motor vehicle while 
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also used for common carriage of the 
public under a certificate and permit 
issued under sections seven and eight 
of chapter one hundred and fifty-nine 
A, or a motor vehicle having perma- 
nent seating accommodations for and 
carrying not more than nine persons 
in addition to the operator.” 

It seems to us that the mere facts 
that the operations sought in these 
proceedings to be isolated from re- 
spondent’s common carrier service are 
carried on under a contract with the 
municipalities or that they are called 
“school bus” operations by respondent 
do not settle this problem. The use of 
buses for the carriage of school chil- 
dren which is excepted from the defini- 
tion of charter and special service is 
confined to the specific use therein 
described. The so-called school bus 
contracts are not in evidence, and we 
have no way of telling whether the 
services to be rendered thereunder 
comply with such definition. 

[7, 8] Furthermore, respondent 
has presented us with figures broken 
down between “line” service on the 
one hand and “school and charter” 
service on the other. There is no fur- 
ther breakdown as between school bus 
service and charter service. Yet there 
is no doubt in our minds but that 
charter service is a utility function 
clearly under our jurisdiction, and 
whose revenues are to be included in 
the over-all operations of the common 
carrier. Being unable to segregate the 
reventies or expenses as so presented 
to us, we cannot make any findings as 
to the proper amounts to be allocated 
to the school bus business. 

We are furnished with a balance 
sheet as of April 30, 1953, and the 
quarterly return as of September 30, 
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1953, carries a balance sheet as of that 
date. There is testimony that certain 
of the equipment carried on the bal- 
ance sheet is to be described as “school 
buses.” There is also testimony that 
respondent does not use its school 
buses in regular route operation. But 
there is no further segregation of as- 
sets or liabilities as between the two 
types of service. There is no full and 
satisfactory testimony which would 
enable us to make findings as to just 
how much of respondent’s capital is 
employed in nonutility activities un- 
der the approach used in the Boston 
Consolidated Gas Case, supra. There 
is no testimony at all as to the situation 
presented by the September report. 
[9,10] In the breakdown of its 
actual 1952 results, which respondent 
presented, it claimed to apply a per- 
centage of 154 per cent to all expense 
figures, which is the ratio of school bus 
mileage to total mileage. Yet there 
are, of course, numerous expense 
items which are not a function of 
mileage at all. Insurance expense, for 
example, is normally a function of 
revenues, and if a given bus is used 
exclusively for school bus purposes, 
the insurance cost is yet another fig- 
ure. Similarly, respondent testified 
that it was not using the same drivers 
for regular route operation as for 
school bus operations. It is obvious 
that in any bus company, wages do 
not necessarily vary according to mile- 
age. Much depends, especially in a 
relatively small operation, on the possi- 
bilities of efficient scheduling. And if 
the same operators are not used on the 
different buses, it would seem to be a 
relatively simple process to furnish us 
with actual figures, instead of those 
allocated on an artificial and question- 
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able basis. The record is almost com- 
pletely void of any explanation of the 
allocation of expenses for 1953. We 
cannot agree that an arbitrary alloca- 
tion is justified, or that respondent 
does not have the burden of explain- 
ing them in such detail that we can 
make intelligent findings accordingly. 
There are other criticisms of the meth- 
ods used by respondent as to this allo- 
cation, but it is probably enough to 
say that we cannot agree with such 
methods and cannot accept the alloca- 
tions made in its 1952 statement or in 
its 1953 estimates as leading to a fair 
picture of its results. 

Respondent estimated that its school 
bus revenues in 1953 would be $84,- 
085. It agreed that such revenues 
were predictable within a very small 
margin. Yet, its annual return for the 
year shows total charter and special 
revenues of $101,140.63. From this, 
we can only conclude that its revenues 


in this category, exclusive of school 
bus revenue, were very seriously un- 
derestimated. 

[11] We find upon analysis of the 
evidence before us that respondent has 
not proved that its regular route oper- 
ations have been or are being conduct- 
ed at less than a reasonable profit. 
The over-all results shown in 1952 
and estimated for 1953, and certainly 
the actual for 1953, indicate that re- 
spondent is operating at a safe oper- 
ating ratio and under its existing rates 
is realizing an adequate return on the 
property devoted to the public service. 

For the foregoing reasons, after due 
notice, public hearing and investiga- 
tion, it is hereby 

Ordered: That M.D.P.U. No. 6 
filed by Hudson Bus Lines, Inc., on 
May 29, 1953, to be effective June 29, 
1953, be and the same hereby is dis- 
approved and disallowed. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Long Island Lighting Company 


Case 14156 
April 13, 1954 


yao by gas company for modification of existing re- 
strictions on use of manufactured gas for space heating. 


Service, § 340.1 — Gas company — Restrictions on space heating. 
A gas company was permitted to serve additional space-heating customers 
with manufactured gas in view of the large reserve production capacity of 
the company’s various gas plants and the number of applications for heat- 


ing service on file. 


By the Commission: Long Island 


Lighting Company filed a petition 
114 
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dated February 15, 1954, for consent 
to file a revision to its gas rate sched- 





RE LONG ISLAND LIGHTING CO. 


ules permitting the furnishing of gas 
to 4,000 additional customers for space 
heating over and above the 5,000 cus- 
tomers previously authorized by the 
commission. 

In support of its application the 
company has furnished exhibits show- 
ing its estimated maximum day re- 
quirements and supply for the years 
1953, 1954 through 1958, 1959. 

Space-heating restrictions have been 
in effect in the company’s service area 
since February, 1947. The commis- 
sion in orders dated February 27, 
1951, and December 29, 1952, author- 
ized the company to connect 5,000 
additional space-heating customers. 
Of the above number only about 1,400 
permits remained unissued on Decem- 
ber 31, 1953, with nearly 6,000 appli- 
cations on file requesting heating serv- 
ice. 


The commission feels it should 


point out at this time fully what it has 


expressed in various ways on prior 
occasions. In lifting restrictions and 
making available supplies of gas for 
space-heating and related purposes, it 
is neither encouraging nor discourag- 
ing the use by the public of any partic- 


ular type of fuel. Each type has ad- 
vantages as well as disadvantages, 
which are apparent to all who choose 
intelligently. One attribute at least all 
types have in common—there is no 
guarantee of price stability. Natural 
gas is imported from afar. The prices 
paid for it to producers are no more 
under the control of this commission 
than are the prices of coal or oil. 
Those prices largely influence the 
prices to be paid by consumers. 

The legislature has placed upon the 
commission the responsibility of see- 
ing that the public obtains safe and 
adequate service at reasonable cost. 
This duty it is performing. The stat- 
ute also imposes upon the commission 
a parallel duty—to afford the utilities 
a fair return on invested capital. That 
is the sole assurance of adequacy and 
safety of utility service. 

In view of the large reserve produc- 
tion capacity of the company’s various 
gas plants, it is recommended that the 
company be permitted to connect 4,000 
additional space-heating customers. 
Proof of newspaper publication is re- 
quired. 
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FEDERAL POWER COMMISSION 


Re Appalachian Electric Power Company 


Project No. 739 
February 11, 1954 


| oregon to determine actual legitimate original cost of 
power project; examiner's decision affirmed with modifica- 
tion. For decision on rehearing, see post, p. 121. 


Valuation, § 142 — Expenses of resisting regulation — Inclusion in original cost. 
1. Costs incurred by a power company in unsuccessful litigation to resist 
and avoid compliance with a regulation requiring the obtaining of a license 
for a power project cannot be considered as part of the original cost of the 


licensed project, p. 116. 


Valuation, § 142 — Litigation expense — Avoidance of license requirements. 


2. Expenditures incurred by a power company in unsuccessful litigation to 
contest the Federal Power Commission’s jurisdiction to require the company 
to obtain a license for a power project are not part of the actual legitimate 
original cost of the project and are not expenditures in connection with the 
project within the meaning of the Interstate Commerce Commission classi- 
fication of investment set forth in § 3(13) of the Federal Power Act, 16 


USCA § 796(13), p. 116. 





Valuation, § 67 — Original cost — Items to be included. 
Discussion of the various items which are properly included in the legitimate 
original cost of a hydroelectric project, p. 118. 


By the Commission: This proceed- 
ing comes before us on exceptions to 
the presiding examiner’s decision is- 
sued September 8, 1953, determining 
the actual legitimate original cost of 
Appalachian Electric Power Com- 
pany’s Claytor project (Project No. 
739) and disallowing the expenses of 
the New River litigation as part of 
such cost. The licensee has excepted 
generally to the decision, including the 
findings and order, of the examiner ; 
the staff has excepted to the decision 
only in so far as it did not include 
certain proposed findings which the 
staff believes additionally support the 
result reached by the examiner. 


[1, 2] The extensive New River 
litigation (Appalachian Electric Pow- 
er Co. v. Smith [DC Va] PUR1933C 
433, 4 F Supp 6; [CCA4th 1933] 67 
F2d 451, certiorari denied (1934) 291 
US 674, 78 L ed 1063, 54 S Ct 458; 
United States v. Appalachian Electric 
Power Co. [DC Va 1938] 23 F Supp 
83; [CCA4th 1939] 107 F2d 769; 
[1940] 311 US 377, 36 PUR NS 129, 
85 L ed 243, 61 S Ct 291), in which the 
controverted expenses were incurred, 
arose as a result of Appalachian’s 
efforts to avoid taking a standard form 
license for its Claytor project located 
near Radford, Virginia, as required 
by the commission pursuant to its find- 
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ing of June 1, 1927, and its order of 
April 3, 1931, 1 FPC 1, PUR1931B 
433. The licensee sought to avoid 
taking such a license principally to 
avoid the rate and recapture provisions 
based on actual legitimate original cost 
prescribed by the Federal Water Pow- 
er Act (now Part I of the Federal 
Power Act) for all standard form 
licenses. It was eventually unsuccess- 
ful in these efforts when the Supreme 
Court on December 16, 1940 (cited 
above), held that the New River was 
a navigable water of the United States. 
The license for the Claytor project was 
issued June 11, 1943, effective as of 
July 1, 1931, and provides for the de- 
termination of the actual legitimate 
original cost of the project in accord- 
ance with the Federal Power Act and 
the commission’s rules and regula- 
tions. 


The controverted expenses amount 
to $661,413.85, of which $177,795.64 
has already been written off to surplus 
by the licensee, and the balance, $483,- 
618.21, with interest thereon during 
construction of $40,384.26, or a total 
of $524,002.47, licensee includes in its 
claimed cost of $10,229,708.74. The 
staff objects to the inclusion of the 
$524,002.47, but there is no dispute as 
to any other items.’ 

We agree with the examiner® that 
the expenditures made for this litiga- 
tion contributed nothing to the licensed 
project. We recognize that costs of 
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‘censed project. 


complying with statutes and regu- 
lations which have to be complied with 
in order to bring an operable project 
into being are part of the cost of that 
project. Accordingly, we allow such 
costs, including costs of obtaining a 
license from this commission, when 
they are “actual,” “legitimate,” and 
“original.” But costs of attempts to 
avoid such compliance, and particularly 
unsuccessful attempts, are a different 
matter. 


Such costs were costs of attempting 
to achieve an objective which was 
never realized. That objective was to 
bring into being and operate the physi- 
cal project which was actually con- 
structed, but to do so without its being 
subject to a standard license, so it could 
be operated free from the restrictions 
of the rate and recapture provisions, 
based on actual legitimate original 
cost, which the act makes mandatory 
for standard licenses. We assume that 
that objective, if realized, would have 
produced benefits to the company and 
its investors not produced by the li- 
Those benefits were 
the object for which the company car- 
ried on the litigation, made these ex- 
penditures. But even if we assume, 
arguendo (and we do not pass on this 
question), that if the litigation had 
succeeded and as a result the objective 
had been realized, and that these costs 
might for some purposes be deemed to 
be properly capitalizable as costs of ac- 





1Further details with respect to licensee’s 
initial claim and adjustments thereto appear 
in the examiner’s report (see footnotes 2, 3, 
and 4) and a stipulation dated February 4, 
1952, by the licensee and commission staff, 
which is hereby approved. 

2 The examiner found that the expenses of 
$524,002.47 are not a proper part of the actual 
legitimate cost of the project, and that it was 
reasonable and appropriate that such amount 
be charged to Account 271, Earned Surplus. 
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The examiner also adopted licensee’s proposed 
disposition for the amounts of $503,541.46, 
eliminated by licensee in its revised statement 
filed March 2, 1950, and for the aggregate 
amount of $1,337 eliminated by the stipulation 
of February 4, 1952. The examiner found 
that the actual legitimate original cost of the 
project, after the elimination of the above 
amounts, was $9,705,706.27 as of December 31, 
1946, and ordered their disposition in accord- 
ance with his findings. 
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complishing that objective, it does not 
follow that the expenditures are capi- 
talizable as cost of the licensed project 
we have to consider. The licensed 
project presumably cannot produce the 
benefits to the company and its inves- 
tors for which the expenditures were 
made. The expenditures contributed 
nothing to the licensed project, to its 
capability, its productivity, or its profit- 
ableness. 

The expenditures made for this un- 
realized objective are no more part of 
the cost of the licensed project than the 
costs disallowed in a previous case 
which were incurred for flow line 
bands and shoes designed and pur- 
chased for installation in the project, 
but which, through a construction en- 
gineering error, were never incorpo- 
rated in the project actually built. Cf. 
Re Pennsylvania Power & Light Co. 
(1942) 3 FPC 89, 116, 117, 44 PUR 
NS 344, 368, 369, affirmed (CCA3d 
1943) 52 PUR NS 275, 139 F2d 445, 
452, 453, certiorari denied (1944) 
321 US 798, 88 L ed 1086, 64 S Ct 
938. 

So also these costs may be regarded 
as having, if anything, less to do with 
the licensed project than the costs, dis- 
allowed in another case, of studies 
made to determine whether to exercise 
an option to purchase stock in a com- 
pany that owned needed properties 
where the option was in fact not exer- 
cised, the properties being subsequently 
acquired for the project in another 
manner. Cf. Re Susquehanna Power 
Co. (1944) 4 FPC 74, 111, 112, 116, 
117, 54 PUR NS 418, 449, 450, 453, 
454. 

The same is true of the costs, dis- 
allowed in yet another case, of an un- 
successful defense in an action of eject- 
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ment brought against that licensee for 
land which it had later purchased, the 
purchase price being included in the 
rate base used by the commission, as 
part of the actual legitimate original 
cost of the licensed project there in- 
volved. Re Pennsylvania Water & 
Power Co. (1949) 8 FPC 1, 53, 82 
PUR NS 193, 246, affirmed (1951) 
89 US App DC 235, 94 PUR NS 
175, 193 F2d 230, 243, affirmed 
(1952) 343 US 414, 94 PUR NS 1, 
96 L ed 1042, 72 S Ct 843. 

Accordingly we conclude that these 
expenditures are not part of the actual 
legitimate original cost of the project; 
also that they were not expenditures in 
connection with the project within the 
meaning of the Interstate Commerce 
Commission classification of invest- 
ment referred to in § 3(13) of the act, 
if and to the extent that is pertinent 
here. Cf. Pennsylvania Power & Light 
Co. v. Federal Power Commission, 
supra, 52 PUR NS 275, 139 F2d at p. 
449; Niagara Falls Power Co. v. Fed- 
eral Power Commission (CCA2d 
1943) 51 PUR NS 40, 137 F2d 787, 
794, certiorari denied (1943) 320 US 
792, 88 L ed 477, 64 S Ct 206, rehear- 
ing denied (1943) 320 US 815, 88 
L ed 492, 64 S Ct 261. 

In reaching this conclusion we want 
to emphasize that we do not question 
Appalachian’s right to contest the re- 
quirement of a standard form license 
in the courts. Neither do we question 
that it was reasonable and prudent for 
it to make such expenditures for the 
benefit of the corporation and its in- 
vestors. The staff did not controvert 
licensee’s claims in this respect, the ex- 
aminer regarded them as irrelevant, 
and we are of the same opinion in the 
view we take of the matter. The ex- 
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penditures may have been reasonable 
and prudent in this sense, but that does 
not make them costs of the licensed 
project. 

In the course of his decision the ex- 
aminer points out that evidence of mere 
opposition on the part of officials of 
the state of Virginia to the building 
of the project under a standard form 
federal license is not enough to show 
that Virginia would have made con- 
struction impossible except for the 
pendency of the litigation. He refers 
to the Virginia statute providing for 
the licensing of hydroelectric projects 
(Chap 424, Virginia Acts of 1928, 
as amended by Chap 346, Acts of 
1932), which provides in § 8 that noth- 
ing therein shall interfere with the 
exercise of lawful jurisdiction of the 
Government of the United States, or 
its duly constituted agencies. He re- 
fers also to the fact that the licensee 
had continuously in mind the prospect 


of defeating the licensing jurisdiction 


of the commission. To this we may 
add that it clearly appears from the 
record that possible opposition on the 
part of Virginia was not a factor in 
inducing these expenditures. Further- 
more, even if the expenditures on the 
New River litigation were to be viewed 
as necessary to avoid opposition on the 
part of Virginia, they were wholly un- 
reasonable for that purpose and as such 
not capitalizable as a legitimate cost 
of the project. 

The examiner refers in footnote 3 
to an amount of $27,649.93 spent by 
Appalachian in connection with the is- 
suance of the license, this being the 
same amount referred to in paragraph 
(8) of the stipulation of February 4, 
1952, between licensee and the staff. 
Although this amount was not claimed 
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by the licensee as project cost, it was 
incurred and may properly be consid- 
ered. So considered, we conclude that 
it is in a different category from the 
expenditures for litigation which we 
are disallowing. Rather it should be 
classified with the amount of $45,- 
128.21 stipulated as costs of proceed- 
ings before the Federal Power Com- 
mission, the staff’s objections to which 
were withdrawn. In accordance with 
commission precedents and accounting 
principles, the amount of $27,649.93 
should properly be capitalized as a cost 
of the project by an appropriate charge 
to Account 302, Franchises and Con- 
sents. 

The distribution of project cost to 
primary accounts, as set forth in the 
attached Table A, is in accord with 
the staff report (referred to on page 
3 of the examiner’s decision) on li- 
censee’s revised statement of cost filed 
March 2, 1950, as modified by the 
stipulation of February 4, 1952, 
and by this order with respect to the 
amount of $27,649.93, referred to 
above. The distribution is not con- 
troverted by the licensee. 

Upon consideration of the exceptions 
filed and oral argument thereon, for the 
above reasons and those set forth in 
the initial decision we adopt the deci- 
sion of the presiding examiner as qual- 
ified and supplemented by the above 
discussion and our findings and order 
below. 

The commission finds: 

(1) It is reasonable and appropri- 
ate for the purposes of the Federal 
Power Act that the initial decision of 
the presiding examiner be modified and 
supplemented in accordance with the 
discussion above and these findings 
and order, and, as modified and sup- 
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plemented, shall be effective as the 
decision of the commission as of the 
date of isuance of this order. 

(2) Paragraphs numbered (1) to 
(4) of the examiner’s findings and con- 
clusion are hereby adopted. 

(3) The amount of $27,649.93, 
representing expenses incurred in con- 
nection with the issuance of license, 
referred to above, is actual legitimate 
original cost of Project 739, and it 
is reasonable and appropriate for the 
purposes of the Federal Power Act 
that such amount be capitalized by an 
appropriate charge to Account 302, 
Franchises and Consents. 

(4) In lieu of adopting paragraph 
numbered (5) of the examiner’s find- 
ings and conclusion it is hereby found 
as follows: The actual legitimate orig- 
inal cost of Project No. 739 as of 
December 31, 1946, is $9,733,356.20 
representing licensee’s revised claimed 
cost of $10,231,045.74 plus the amount 
of $27,649.93, referred to in paragraph 
(3) above after elimination of the 
amounts of $524,002.47 and $1,337 
referred to in examiner’s paragraphs 
(1), (2), and (4) above, which are 
incorporated herein by paragraph (2) 
above. 

In lieu of the order set forth in the 
examiner’s decision, the commission 
orders: 

(A) The initial decision of the pre- 
siding examiner issued September 8, 
1953, as modified and supplemented 
herein, is affirmed and adopted and 
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shall become effective as the decision 
of the commission as of the date of 
issuance of this order. 

(B) Exceptions filed with respect 
to the presiding examiner’s decision 
which are inconsistent with our action 
herein be and they hereby are denied. 

(C) To the extent that it has not 
already done so, licensee shall dispose 
of the amounts of $524,002.47, $503,- 
541.46, and $1,337, hereinbefore re- 
ferred to, by the transfer of the con- 
stituent amounts thereof to the 
accounts and in the manner prescribed 
in numbered paragraphs (2), (3), and 
(4) of the examiner’s findings and con- 
clusion. 

(D) The amount of $27,649.93 re- 
ferred to in paragraph (3) above shall 
be capitalized by an appropriate charge 
to Account 302, Franchises and Con- 
sents, and a credit in a like amount 
to Account 271, Earned Surplus. 

(E) The licensee, to the extent that 
it has not already done so, shall estab- 
lish and maintain control and detailed 
plant accounts showing a total debit 
balance of $9,733,356.20 as of Decem- 
ber 31, 1946, classified as shown in the 
attached Table A in accordance with 
the commission’s Uniform System of 
Accounts. 

(F) Within ninety days of the date 
of this order, licensee shall comply here- 
with and execute and file with the 
commission FPC Form No. 7 show- 
ing such compliance. 


By the commission. 
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TABLE A 


Distribution of Allowed Costs of Project 739 
to Primary Accounts 


Account 
Description 
Intangible Plant 
Franchises and Consents .............. 


Production Plant (Hydraulic) 
and and Wand Rights’. <.6....66.<008 
Structures and Improvements .......... 
Reservoirs, Dams, and Waterways .... 
Water Wheels, Turbines, and Generators 
Accessory Electric Equipment 
Miscellaneous Power Plant Equipment 
Roads, Railroads, and Bridges ........ 


Total 


Transmission Plant 


Structures and Improvements 
Station Equipment 


Total 


General Plant 
Communication Equipment ............ 


Total Cost 
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Project No. 739 
April 8, 1954 


Cost of 
Cost of Net Addi- Cost of Proj- 
Initial Con- tions ect No. 739 
struction 8/1/39- as of 

as of 8/1/39 12/31/46 12/31/46 
$58,516.86 $27,649.93 $86,166.79 
1,607,794.64 4,101.62 1,611,896.26 
473,481.97 3,094.71 476,576.68 
5,234,864.69 984.63 5,235,849.32 
1,529,282.78 638.89 1,529,921.67 
347,580.01 23,278.73 370,858.74 
64,016.15 5,091.25 69,107.40 
34,048.45 (2,249.89) 31,798.56 
9,291 ,068.69 34,939.94 9,326,008.63 
3,345.91 Sok 3,345.91 
304,363.85 818.40 305,182.25 
307,709.76 818.40 308,528.16 
4,822.83 7,829.79 12,652.62 
$9,662,118.14 $71,238.06 $9,733,356.20 


Re Appalachian Electric Power Company 


PPLICATION for rehearing in proceeding to determine actual 
d \ legitimate cost of hydroelectric power project; denied. For 
earlier decision, see ante, p. 116. 


Valuation, § 142 — Expenses of litigation — Avoidance of license requirements. 


A commission order, excluding from the original cost of a licensed power 
project the expenses of litigation brought by a power company seeking to 
avoid the license requirements of the Federal Power Act, does not rest 
solely on the ground that the expenditures, when judged by hindsight, do 
not appear worth while, but is predicated on the fact that they do not benefit, 
contribute anything to, or in any way enter into the construction, operation, 
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or maintenance of the licensed project, which was, in fact, brought into 
existence upon the failure of the litigation. 


(SmitH, Commissioner, dissents. ) 


By the Commission: By application 
filed March 12, 1954, Appalachian 
Electric Power Company requests a 
rehearing with respect to the commis- 
sion’s order issued February 11, 1954, 
ante, p. 116, in the above-entitled mat- 
ter, modifying and affirming as modi- 
fied the initial decision of the presiding 
examiner issued September 8, 1953, 
which determined the actual legitimate 
original cost of licensee’s Claytor 
project (Project No. 739). 

Licensee points out in its applica- 
tion that the commission disallowed 
the expenses of the New River litiga- 
tion because the expenditures contrib- 
uted nothing to the project, even 
though they may have been reasonable 
and prudent. It argues that the effect 
of the commission’s order is to judge 
the expenditures by hindsight and leave 
a licensee in the position of acting at 
its peril with respect to expenditures 
incurred. But this misconceives the 
basis of the commission’s order. 

There may be many expenditures in- 
curred in the course of developing a 
project site and building the hydro- 
electric facilities, which involve an ele- 
ment of risk, and which actually turn 
out to be unsuccessful, yet would prop- 
erly be part of the actual legitimate 
cost of the project. Such expenditures 
would include those which contribute 
to the construction of the project 
whether or not they actually enter into 
it. One example is excess material 
supplied to cover the possibility of 
breakage, spoilage, or similar contin- 
gency and afterward found not to be 


needed. See Pennsylvania Power & 
Light Co. v. Federal Power Commis- 
sion (CCA3d 1943) 52 PUR NS 275, 
139 F2d 445, 453, certiorari denied 
(1944) 321 US 798, 88 L ed 1086, 
64 S Ct 938. An example cited by 
licensee is an expenditure for geolog- 
ical explorations made to determine 
whether there are any geological faults 
which would cause the project reser- 
voir to leak, where no such fault is 
found. Other examples are cited by 
licensee: Re Safe Harbor Water 
Power Corp. (1935) 1 FPC 230, 367, 
370; Re Minnesota Power & Light 
Co. (1948) 7 FPC 98, 107, 108, 77 
PUR NS 253, 261, 262, modified 
(1950) 9 FPC 472; Re Susquehanna 
Power Co. (1944) 4 FPC 74, 125, 54 
PUR NS 418, 461, 462. Expendi- 
tures of that sort under appropriate 
circumstances might be capitalizable 
as project costs whatever the outcome; 
but the expenditures here involved are 
not of that nature. 

As we sought to make clear in our 
order issued February 11, 1954, ante, 
p. 116, the expenditures for the New 
River litigation were incurred in an 
effort to benefit the ownership of the 
project by enabling it to construct, 
maintain, and operate the project with- 
out a license; they did not benefit, con- 
tribute anything to, or in any way 
enter into, the construction, operation, 
or maintenance of the licensed project, 
which was in fact brought into exist- 
ence. Where that is true they cannot 
be capitalized as cost of that project. 

There is not here presented and we 
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express no opinion on the question 
which might arise if the litigation had 
resulted favorably to the company and 
the project which had eventuated had 
been an unlicensed project, and we had 
to determine whether the cost of suc- 
cessful litigation to avoid licensing was 
properly part of the cost of the unli- 
censed project. If it were to be as- 
sumed that in such case the cost of 
the successful litigation properly would 
be a part of the cost of the resulting 
unlicensed project it does not follow 
that the cost of the litigation is part of 
the cost of a licensed project where 
such litigation has failed. 

Hence what is here involved is not 
a “hindsight” reappraisal, in the light 
of the knowledge of the outcome of the 
litigation, of the company’s decision to 
make the expenditure, but simply a 
recognition that the project whose cost 


we have to determine is a licensed proj- 
ect. The fact that it would not have 
been a licensed project if the litigation 
had succeeded cannot be made by the 
use of the term “hindsight” to alter 
what we must determine. 

The commission finds: No new 
facts have been alleged, and no legal 
contentions have been presented which 
have not, in substance, been fully con- 
sidered by the commission prior to its 
order herein, and the application does 
not warrant further hearing, modifica- 
tion, or revocation of such order. 

The commission orders: The appli- 
cation be and the same hereby is de- 
nied. 

Commissioner Smith dissenting be- 
cause he is of the opinion that the 
petition for rehearing should be 
granted. 





NORTH CAROLINA SUPREME COURT 


North Carolina ex rel. 
Utilities Commission 


Carolina Telephone & Telegraph 
Company 


No. 98 
— NC —, 80 SE2d 643 
March 17, 1954 


PPEAL from judgment affirming commission order au- 
A thorizing issuance of common stock at price higher than 
requested by issuing company; reversed and remanded wrth 

directions. 
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Security issues, § 129 — Orders — Absence of findings. 
A commission order authorizing the sale of common stock at $115 per share, 
instead of at $100 per share as requested by the company, was remanded 
where the order was based solely on the company’s petition and no findings 
were made as to why the commission deemed it necessary or appropriate 
to fix the price at $115 or as to whether the sale at such price was compatible 


with public interest. 


A petition was filed by the Carolina 
Telephone and Telegraph Company, a 
North Carolina corporation, before the 
North Carolina Utilities Commission 
for authority to issue and sell 33,320 
shares of its common capital stock. 

On 17 August 1953, the defendant, 
the Carolina Telephone and Telegraph 
Company, pursuant to G.S.N.C. §§ 
62-82, 62-83, and 62-84, filed with 
the North Carolina Utilities Commis- 
sion a petition for authority to issue 
and sell 33,320 shares of its author- 
ized but unissued common capital 
stock at not less than par value of $100 
per share, the net proceeds from such 
sale to be applied to the reduction of 
amounts then owing by the company 
on short-term bank loans. Attached 
to the petition as an exhibit was a cer- 
tified copy of resolutions adopted by 
the company’s board of directors, 
wherein it was specified that the 
shares of common capital stock of this 
proposed issue were to be “first offered 
for subscription at the par value of 
$100 per share to the holders of the 
outstanding common capital stock of 
the company, in accord with their pre- 
emptive rights, at the rate of one share 
of common capital stock to be issued 
for each 5 shares of common capital 
stock held”; the resolution further 
specifies that after a certain fixed time 
the chairman of the board or president 
of the company be authorized to sell 
for the company in such manner and 
upon such terms as he may deem de- 
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sirable, but at not less than $100 per 
share, such of the 33,320 shares of 
common capital stock of the company 
as may not be subscribed for by the 
stockholders or the assigns of their 
rights. 

The company’s application in para- 
graph 6 states that the proposed issue 
and sale of its common capital stock 
will be compatible with the public in- 
terest; is necessary or appropriate for 
or consistent with the proper perform- 
ance by it of its service to the public, 
and will not impair its ability to per- 
form that service; is for some lawful 
object within its corporate purposes ; 
and is reasonably necessary and appro- 
priate for such purpose. 

On 10 September 1953, the North 
Carolina Utilities Commission entered 
an order finding the facts substantially 
as alleged in defendant’s petition and 
authorizing the defendant “to issue 
and sell at not less than $115 per share 
a total of 33,320 shares of common 
capital stock of the company’—the 
stock to be offered to the present 
stockholders or the assigns of their 
rights at the rate of one share for 
every 5 shares held, and in the event 
the stockholders or the assigns of their 
rights fail to purchase all of said stock 
issue at not less than $115 per share, 
then any of the stock issue not so pur- 
chased may be offered for sale by the 
company at a price of not less than 
$115 per share. 

The defendant, on 22 September 
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1953, sought, and the utilities commis- 
sion granted a rehearing. In a letter 
supplementing its petition for rehear- 
ing the defendant explained its limited 
scope: “It was the intent of the Caro- 
lina Telephone and Telegraph Com- 
pany to confine the questions on re- 
hearing to the power and the authority 
of the commission to make a limitation 
of sale (a) to stockholders under their 
pre-emptive rights and (b) to outsid- 
ers to a minimum price greater than the 
par value of the stock; and the pro- 
priety of the commission’s exercise of 
any such authority. It was not our in- 
tent to raise and we do not raise, in this 
proceeding, any question as to the ade- 
quacy or inadequacy of the record to 
support a factual finding that the pres- 
ent value of the common capital stock 
of the company is not less than the 
minimum price limit fixed by the com- 
mission.” 

On 24 November 1953, the utilities 
commission entered its final order af- 
firming its order of 10 September 
1953. 

On 30 November 1953, the defend- 
ant appealed from the orders of the 
utilities commission, and each of them, 
to the superior court. 

On 2 January 1954, this appeal was 
heard before Bone, J., resident judge 
of the second judicial district, in cham- 
bers at Nashville, North Carolina, and 
on 9 January 1954, Bone, J., in cham- 
bers at Nashville, North Carolina, 
signed a judgment affirming in all re- 
spects the orders of the utilities com- 
mission. 

From the judgment signed by 
Bone, J., the defendant excepts and 
appeals. 


APPEARANCES: W. T. Joyner, Ra- 
leigh, C. H. Leggett, Tarboro, and 


Ward & Tucker, New Bren, for appel- 
lant; Harry McMullan, Attorney Gen- 
eral, and John Hill Paylor, Assistant 
Attorney General, for appellee. 


PaRKER, J.: The utilities commis- 
sion found as a fact that the present 
value of the common capital stock of 
the defendant Carolina Telephone and 
Telegraph Company is such that it 
cannot approve the sale of such shares 
of stock at a price of less than $115 
per share. The defendant, in a letter 
supplementing its petition for a rehear- 
ing before the utilities commission, 
stated: “it is not our intent to raise 
and we do not raise, in this proceeding, 
any question as to the adequacy or in- 
adequacy of the record to support a 
factual finding that the present value 
of the common capital stock of the 
company is not less than the minimum 
price limit fixed by the commission.” 

The utilities commission made no 
findings of fact as to why the commis- 
sion deemed it necessary or appropri- 
ate in the premises to fix the sale price 
of the 33,320 shares of the common 
capital stock of the defendant at no 
less than $115 per share; nor did it 
make any findings of fact as to 
whether the sale of said shares of stock 
at such price is compatible with the 
public interest. 

It would seem from the record that 
the utilities commission heard no evi- 
dence in the proceeding, and that its 
orders are based entirely upon the peti- 
tion filed by the defendant. It is so 
stated in the dissenting opinion of 
Commissioner McMahan. 

The judgment of the lower court 
will be vacated without prejudice to 
either side, and the lower court will re- 
mand this proceeding to the North 


Carolina Utilities Commission for fur- ~ 
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ther proceedings ordering the commis- 
sion to make specific and definite find- 
ings of fact as follows: (1) Why the 
commission deemed it necessary or ap- 
propriate in the premises to fix the sale 
price of the 33,320 shares of the com- 
mon capital stock of the defendant at 
a price not less than $115 per share; 
and (2) as to whether the sale of said 
shares of stock at such a price is com- 
patible with the public interest. If the 
utilities commission finds the sale of 
said shares of stock at such price is 


compatible with the public interest, 
it shall make definite findings of fact to 
support this conclusion. The utilities 
commission will be authorized in the 
judgment of the lower court to hear 
evidence in the further proceeding 
herein, if the commission deems it 
proper. 

It is ordered that the proceeding be 

Remanded. 


Jounson, J., took no part in the 
consideration or decision of this case. 





WEST VIRGINIA PUBLIC SERVICE COMMISSION 


Re: Cumberland & Allegheny 
Gas Company 


Case No. 4029 
April 16, 1954 


OTION to dismiss application by gas company for authority 
M to make schedule of increased rates and charges ef- 
fective; granted. 


Rates, § 186 — Burden of justifying rate increase. 
1. The burden of showing that an increased rate is just and reasonable is 
upon the public utility making application for the increase, p. 127. 


Rates, § 648 — Evidence — Gas rate increase — Inadequate records. 

2. A gas company was not allowed to make increased rate schedules effective 
where company books and records for the test year did not reflect operating 
expenses in accordance with commission orders and did not afford a basis 
for segregating these expenses between the two states in which the company 
operated, where the commission staff had not made an examination of the 
company’s books for many years, and where a recent increase which the 
company had received was the result of a compromise agreement between 
the company and parties objecting to the increase and was not based upon 
a determination of the plant value or the cost of operation, p. 128. 


¥ 


order entered herein on January 29, 
ing came on for further hearing this 1954, suspending certain tariff sheets 
16th day of April, 1954, upon the named therein which had been filed 
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By the Commission: This proceed- 





RE CUMBERLAND & ALLEGHENY GAS CO. 


by Cumberland and Allegheny Gas 
Company, therein made “respondent” 
in this proceeding, which said sus- 
pended tariff sheets set out a schedule 
of increased rates and charges appli- 
cable to all classes of the respondent’s 
natural gas customers in the entire 
territory served by it in the state of 
West Virginia; upon the hearing held 
herein on March 18, 1954; upon the 
motion of the “protestant,” Inter- 
Community League of Central Eastern 
West Virginia, to dismiss the applica- 
tion of Cumberland and Allegheny 
Gas Company, which would mean that 
the commission cancel the tariff sheets 
tendered by the respondent for one or 
more of the five grounds stated in said 
motion; upon the motion of the re- 
spondent to exclude the Inter-Com- 
munity League of Central Eastern 
West Virginia from appearing as a 
protestant for one or more of the five 
grounds stated therein; and upon the 
memoranda of argument and answers 
filed in support of and opposition to 
the aforesaid motions by the respond- 
ent and said protestant, respectively. 
From all of which it appears that 
the commission, by General Order No. 
107-C adopted on January 4, 1939, 
required all natural gas utilities oper- 
ating in this state to keep their account- 
ing books and records in accordance 
with a Uniform System of Accounts 
for Gas Utilities as approved by the 
National Association of Railroad and 
Utilities Commissioners as modified by 
said general order; that this require- 
ment has been continued to this date, 
the most recent general order restat- 
ing same being General Order No. 
107-E effective from January 1, 1951; 
that one of the provisions of these 
general orders is: “A utility owning 
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plant or operating in a state or states 
other than West Virginia shall keep 
its general books and all subsidiary 
ledgers and records so as to show all 
charges and credits applicable to the 
utility plant and operations in West 
Virginia”; that the respondent owns 
plant and operates in Maryland, as 
well as West Virginia; that according 
to the testimony given at the aforesaid 
hearing by Charles A. Massa, vice 
president of the respondent company, 
the respondent’s books and records for 
the year 1953, which is the test period 
in this proceeding, do not reflect the 
operating expenses of the company in 
accordance with said General Order 
No. 107-E now in effect, and do not 
afford a basis for segregating the op- 
erating expenses between the two 
states. 

[1] It further appears that in ac- 
cordance with Code 24-1-4 the burden 
of proof to show that an increased rate 
is just and reasonable is upon the pub- 
lic utility making application for such 
change. 

It further appears that the commis- 
sion’s accounting and engineering 
staffs have not made an examination 
of the respondent’s books, records, or 
property for many years; that the re- 
spondent was granted a rate increase 
in Case No. 3864 by order entered 
therein on February 13, 1953; and that 
this increase was the result of a com- 
promise agreement between the re- 
spondent and the protestants in that 
particular case and was not based upon 
a determination by the commission as 
to the value of the respondent plant or 
cost of operation in this state. 

Upon consideration whereof, and the 
entire record herein, the commission 
is of opinion and finds that the grounds 
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stated in the respondent’s motion do 
not state sufficient reason to exclude 
the Inter-Community League of Cen- 
tral Eastern West Virginia from ap- 
pearing as a protestant in this proceed- 
ing. 

[2] Upon like consideration the 
commission is of opinion and finds 
that the respondent has not borne the 
burden of proof required of it in that 
its evidence fails to show the proposed 
rates to be just and reasonable; that 
the respondent’s general books and 
records have not been kept in such a 
manner as to enable the respondent, 
the protestants, or the commission’s 
staff, to determine the actual expenses 
incurred by the respondent in render- 
ing natural gas service in West Vir- 
ginia, and by reason thereof the com- 
mission cannot determine just and rea- 
sonable rates for said service ; and that, 
therefore, the aforesaid revised tariff 
sheet, and the rates stated therein, 
should be canceled and stricken from 
the tariff files of this commission, and 
this proceeding should be dismissed ; 
and that had not the protestant moved 
for such dismissal, the commission 
would have taken such action on its 
own motion. 

It is, therefore, ordered that the 


WEST VIRGINIA PUBLIC SERVICE COMMISSION 


aforesaid motion of the respondent to 
exclude the Inter-Community League 
of Central Eastern West Virginia from 
appearing as protestant in this pro- 
ceeding, be, and it hereby is, denied. 
It is further ordered that the afore- 
said motion of the protestant, the In- 
ter-Community League of Central 
Eastern West Virginia, to dismiss this 
proceeding, be, and it hereby is, grant- 
ed for the reasons hereinbefore stated ; 
that upon said motion, and the commis- 
sion’s own motion, the First Revision 
of Original Sheet No. 6, and the rates 
stated therein, of the Cumberland and 
Allegheny Gas Company Tariff P.S.C. 
W Va No. 8, canceling Original Sheets 
Nos. 6, 7, 8, 9, and 10, be, and the 
same hereby are, canceled and stricken 
from the tariff files of this commission ; 
and that this proceeding be, and it 
hereby is, dismissed, without prejudice 
to the right of the respondent to refile 
said tariff sheet or such other tariff 
sheets as it may elect, if and when its 
accounting books and records are kept 
for a sufficient test period in accord- 
ance with said General Order No. 107- 
E, and all other conditions applicable 
thereto as stated in the Uniform Sys- 
tem of Accounts for Gas Utilities as 
prescribed by this commission. 
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DELTA-STAN Builde a Complete line 





OF RUGGED, DEPENDABLE, GROUP-OPERATED 


OUTDOOR SWITCHES 


TO MEET EVERY REQUIREMENT 


VERTICAL BREAK 
HORIZONTAL CENTER BREAK 
HORIZONTAL SIDE BREAK 


Within the complete line of sturdy, 
reliable Delta-Star Outdoor Switches 
there is a design which will meet 

your requirements exactly and give 
years of trouble-free service. 
Delta-Star has long been known for 
its constant research and engineering 
development of high voltage switching 
equipment and the present line has 
won wide-spread acceptance and 
approval. High pressure contacts have heavy 
silver inlays and each design provides a high 
conductivity current path with a minimum 
of current interchange surfaces. Operating 
mechanisms are simple, strong and easy to install. 
Economy and service are inherent in every Delta-Star Outdoor 












Switch from 7.5 through 330 KV. and use has proved again that true 23 amen. 
value is determined not by the initial investment but by the service Vertical Break 
Air Switch 


rendered over the years. 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 
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H. K. PORTER COMPANY, INC. 


OF PITTSBURGH 
2437 FULTON STREET, CHICAGO 12, ILLINOIS 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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You may find 


a fresh approach... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility financing and 
investor relations which may be of help to you. 








A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET + NEW YORK 15,N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


Wittam N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Industrial Progress 


Detroit Edison Opens Third 
Unit at St. Clair Plant 


ECTRIC power supply through- 
Michigan’s Thumb has been in- 
ased by another 150,000 kilowatts 
bout 200,000 horsepower) with the 
rting up of another steam turbine- 
erator at Detroit Edison’s St. Clair 


ison’s board of directors, started 
new turbine, bringing it up to 
rating speed. Among those pres- 
at the “turn-over” ceremony were 
ison President Walker L. Cisler ; 
orge F. Campau, superintendent of 
St. Clair plant; members of the 
rd of directors, and other officials 
the company. 
he new generator is the third of 
tr to be placed in operation at St. 
ir, bringing the station up to three- 
rters of its planned capacity. The 
l unit is slated to be producing 
rer by October of this year, at 
ch time the total generating capa- 
y of Edison’s system will be more 
3,300,000 horsepower. 
n addition to the activity at St. 
ir, Edison has already started work 
a new station at River Rouge 
ch, according to the announcement, 
eventually house the two largest 
m turbine-generators in the world. 
otal generating capability of De- 
t Edison plants, including the new 
at St. Clair, is 2,345,000 kilo- 
s, or over 3,000,000 horsepower. 
company’s power output has 
bled in the past 10 years. 


ansas Pwr. & Lt. Wins Reddy 
pwatt Annual Report Contest 
AUSE its 1953 annual report to 
tholders best simplifies, drama- 
§, and humanizes company opera- 
» Arkansas Power & Light Com- 
y, whose president is R. E. Ritchie, 
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received the Reddy Kilowatt annual 
report award at the 22nd Annual Con- 
vention of the Edison Electric Insti- 
tute. The presentation ceremonies 
were conducted by Harry Restofski, 
chairman of the Institute’s Prize 
Awards Committee. 

Arkansas Power & Light Com- 
pany’s annual report was cited by the 
contest judges for its beautiful bal- 
ance and splendid pictures, its section 
on service-area development, and its 
excellent presentation of statistical 
tables. It was also commended for its 
orderly arrangement and comprehen- 
sive summary for the benefit of the 
casual reader. 

Several other electric companies re- 
ceived certificates of honorable men- 
tion and special mention for the 
excellence of their annual reports. 
Among companies with 400,000 cus- 
tomers or more, the top winner was 
Pennsylvania Power & Light Com- 
pany, C. E. Oakes, president. In this 
classification, special mentions were 
awarded Wisconsin Electric Power 
Company, G. W. VanDerzee, presi- 
dent, and American Gas & Electric 
Company, Philip Sporn, president. 

Of the contestants with 200,000 to 
400,000 customers, New York State 
Electric & Gas Corporation, J. M. 
Bell, president, was selected for an 
honorable mention. Special mention 
was accorded Kansas City Power & 
Light Company, H. B. Munsell, 
president. 

Kansas Power & Light Company, 
D. E. Ackers, president, won an hon- 
orable mention among companies with 
100,000 to 200,000 customers. Cited 
for special mention in this classifica- 
tion were Central Power & Light 
Company, Lon C. Hill, president; 
Pacific Power & Light Company, Paul 
B. McKee, president; Wisconsin 
Power and Light Company, Grover C. 
Neff, president, and Atlantic City 


Electric Company, B. L. England, 
president. 

Among companies with up to 100,- 
000 customers, Pennsylvania Power 
Company, Walter H. Sammis, presi- 
dent, won honorable mention. 


G-E Offers Panel 
Instruments Catalog 


A 12-PAGE bulletin describing the 
company’s line of panel instruments 
has been announced by General Elec- 
tric, Schenectady 5, N. Y. ~ 

Designated GEC-368F, the publi- 
cation contains description, construc- 
tion, and application details of both 
d-c and a-c instruments. It also in- 
cludes complete dimension and price 
information, 


Ohio Power Adds New Unit 
At Muskingum Plant 


THE second of two 200,000-kilowatt 
generating units at The Ohio Power 
Company’s new Muskingum river 
plant, near Beverly, Ohio, was placed 
in commercial operation recently. 

Muskingum’s Unit 2 is the fourth 
such 200,000-kw unit to be added in 
the past year to the generating capac- 
ity of the American Gas and Electric 
Company System, of which Ohio 
Power is a part. It raises total System 
capacity to 3,831,000 kw, serving a 
seven-state territory from southern 
Michigan to the North Carolina 
border. 

The plant, constructed at a cost of 
more than $50,000,000, will burn 
about 1,170,000 tons of coal a year. 

The Muskingum river plant is part 
of the AGE System’s record-breaking 
expansion program begun in 1947 and 
which, by the end of the current year, 
will have cost $694,000,000. Biggest 
single year’s construction was in 1953, 
when $137,000,000 was spent. 


(Continued on page 28) 
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$300,000,000 Spent by Middle 
South Utilities in 5 Years 


MIDDLE South Utilities, Inc., New 
York, N. Y., has invested $300,000,- 
000 in plant facilities in the five years 
since it was formed, according to 
Edgar H. Dixon, president. In that 
time it has added 170,000 electric cus- 
tomers and has installed over 1,200,- 
000 kilowatts of new generating 
capacity. 

Construction now in progress will 
bring the system’s total power-pro- 


ducing capability to about 2,150,000 required by Federal-aid highway p, 
kilowatts by mid-1955, Mr. Dixon ects,” is an important one to the utj 
said. industry. The following exce 

from the editorial present practi 


Utilities and Highway reasons for the need of reme 


. legislation. 
Construction vig 
t is encouraging that Congr 


IN THE June, 1954, issue of The has enacted some preliminary leg; 
U.S. Piper—published by the United tion pointing toward unburder 
States Pipe and Foundry Company, utilities of the costs of changes 
Birmingham, Alabama —is an edi- quired by Federal-aid highway pn 
torial on the above subject. ects. Although this legislation « 

The question of the burden upon not provide the desired relief, it qj 
urban utilities of “the costs of changes provide that the Secretary of (a 
merce should make a study of 





situation and report to Congress 











later than February 1, 1955”... 





This is not an offering of these shares for sale, or an offer to buy, or a Solicitation of an offer to buy, any af si j j : 
such shares. The offering is made only by the Prospectus. * Morrison B. Cunningham, Pre 
dent of the American Water Wo 


Association, as spokesman for 
Association, appeared before the 


1,000,000 Shares ate Subcommittee on Public Roads 


March. His testimony contained m 


at; 4 fact ding th itude andi 
Pacific Gas and Electric Company senldint OF oe oer 
4.50% Redeemable First Preferred Stock effect upon them of existing Fede 


Par Value $25 Per Share 


aid highway legislation with respec{ 
relocation or adjustment of grade 
their facilities”. . . 


“Tt was also brought to the subeo 


i .75 per shar ’ ' 
Price $25.75 P ° mittee’s attention that more than 


billion dollars have been invested 
water works systems in the Uni 


Copies of the Prospectus may be obtained from any of the several under : *4: ; 
writers only in States in which such underwriters are qualified to act as States. Water mains laid in the str 
dealers in securities and in which the Prospectus may legally be distributed. to furnish water to customers rep 


Blyth & Co., Inc. 


sent over two-thirds of this inve 
ment. The industry consists of sd 
sixteen thousand water works w 


Dean Witter & Co. The First Boston Corporation Harriman Ripley & Co. tasetily wehie te ane thn cont 


Incorporated 


Smith, Barney & Co. Eastman, Dillon & Co. Glore, Forgan & Co. dred million people. In other word 


Goldman, Sachs & Co. Kidder, Peabody & Co. 


Lehman Brothers 


Lazard Fréres & Co. is a large industry that serves 0 
sixty per cent of our population. 


Merrill Lynch, Pierce, Fenner & Beane y : 
“It is recognized that water and{ 


Stone & Webster Securities Corporation Union Securities Corporation White,Weld & Co. nee ; 
, utilities have had to bear the expa 
First California Company Schwabacher & Co. Walston & Co. of highway relocation changes 


Incorporated 


Brush, Slocumb & Co. Inc. Elworthy & Co. Mitchum, Tully & Co. many years. The situation, howe 


Shuman, Agnew & Co. William R. Staats & Co. Weeden & Co. Dominick & Dominick 


Hallgarten & Co. Hemphill, Noyes & Co. 


has become much more acute in 
Incorporated past few years. This is due to 


Hornblower & Weeks W. E. Hutton & Co. latest highway design policy fora 


W. C. Langley & Co. Lee Higginson Corporation Carl M. Loeb, Rhoades & Co. areas which calls for numerous s1 
F. S. Moseley & Co. Paine, Webber, Jackson & Curtis Wertheim & Co. separations in the interest of si 


Irving Lundborg & Co. Reynolds & Co. 


and free flow of traffic. Wher 


Sutro & Co. Wood, Struthers & Co. ; - 
these relocation projects encounte' 


Bateman, Eichler & Co. Blair, Rollins & Co. Central Republic Company isting utilities. it usually involv 


Incorporated (Incorporated) 


Crowell, Weedon & Co. Davis, Skaggs & Co. Drexel & Co. _ Hill Richards & Co. major revision of these facilitis 


Lester, Ryons & Co. Shields & Company Spencer Trask & Co. 
A.C. Allyn and Company Baikie & Alcantara J. Barth & Co. Bear, Stearns & Co. 


Incorporated 


conform to new lines and grades. 
“It was pointed out that util 
operate essential public service § 


A.G. Becker & Uo. Clark, Dodge & Co. Coffin & Burr Equitable Securities Corporation tems. Their facilities are install 


Incorporated 


neorvorate 


Estabrook & Co. Hayden, Stone & Co. E. F. Hutton & Company publicly owned streets and roads 


Laurence M. Marks & Co. R.W. Pressprich & Co. Riter & Co. L.F. Rothschild & Co. 
Salomon Bros. & Hutzler Tucker, Anthony & Co. G. H. Walker & Co. 


June 22, 1954. 


operated for the benefit of the pu 
They are legally built in these pu 
thoroughfares as well as logicalli 
cated in them from a service st 








(Continued on page 30) 
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FOR CLEANER | 
COOKING 


, 


Iumbia Gas System 
delivers a modern miracle 


24 Hours-A-Day! - 


“FOR CHEAPER 
“DRYING 


FOR INSTANT 
_ HOT WATER. 


© The Columbia Gas System 


CHARLESTON GROUP: United Fue! Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Comp Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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point. It seems reasonable, therefore, 
that these utilities should not have 
to bear the expense of relocating 
their facilities, when it is caused 
by a Federal-state highway project. 
Granted that the new highway is for 
public use from which the public will 
derive a benefit, it will not add to the 
value of the utility or the service 
rendered to its customers. It was rec- 
ommended to the committee, there- 
fore, that consideration be given to 
the passage of legislation whereby the 
Federal Government would pay its 
pro-rata share of the cost of utility 
changes made necessary by Federal- 
state highway projects.” 


$2,090,000 Program Planned by 
Western Light & Telephone 


WESTERN Light & Telephone Com- 
pany, Great Bend, Kansas, made addi- 
tions to property in 1953 totaling 
$7,180,000. Outlay this year is set at 
$2,090,000. Since the end of World 
War II the company has increased its 
property account from $16,884,000 to 
$39,113,000, or 132 per cent. 


Heroism Wins Valor Awards for 


Electric Company Employees 
HEROISM and resourcefulness in 
fighting a hydrogen fire and a violent 
explosion won the 1953 Claude L. 
Matthews Valor Award for employees 
of Pennsylvania Power & Light Com- 
pany and Portland General Electric 
Company. The awards were presented 
at the 22nd Annual Convention of the 
Edison Electric Institute by Harry 
Restowski, chairman of the Institute’s 
Prize Awards Committee. 

The Valor Award was established 
by Claude L. Matthews, vice president 
of the W. N. Matthews Company, a 
division of the A. B. Chance Com- 
pany. It honors acts of devotion to 
duty where extraordinary courage is 
exercised to maintain important elec- 
tric service or to restore service in the 
shortest possible time. 

Pump Room Attendant James E. 
Steeley, Jr., and Instrument Man 
Robert L. Wagner, Pennsylvania 
Power & Light Company, were cited 
for exhibiting “courage and fortitude 


-far beyond the normal call of duty” 


when fire broke out in a hydrogen 
control cubicle at one of the company’s 
plants on August 31, 1953. 
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Dated June 1, 1954 


Kidder, Peabody & Co. 


The First Boston Corporation 


Harriman Ripley & Co. 


Incorporated 
Union Securities Corporation 


June 23, 1954. 





This is not an offer of these Securities for sale. The offering is made only by the Prospectus. 


$35,000,000 
Panhandle Eastern Pipe Line 
Company 
3%% Debentures due 1974 


Due November 1, 1974 


Price 99.625% and accrued interest 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may legally offer these securities in such State. 


Merrill Lynch, Pierce, Fenner & Beane 
Carl M. Loeb, Rhoades & Co. 
Blyth & Co., Inc. 
Lazard Fréres & Co. 


Eastman, Dillon & Co. 
Lehman Brothers 


White, Weld & Co. 




















Station Operator H. H. Hoygg 
Portland General Electric Comp 
received his Valor Award for ris 
his life on June 15, 1953, when ar 
ternal failure caused the explosio 
a hydroelectric plant turbine. 


Northern Natural Gas Ha 
$52,600,000 Program 


NORTHERN Natural Gas Comp 
Omaha, Nebraska, reports tha 
plans to spend $52,600,000 on 
struction in 1954. 


Diebold Announces an Insul 
File Built Like a Safe 
W. K. WILSON, vice preside 
charge of systems division sales, 
bold, Incorporated has announced 
development and production of t 
drawer, letter size Diebold insu 
file designed to provide safe-typ 
hour fire protection for vital rec 
The file carries the Underwri 
Laboratories Class “C”  Insul 
Record Container Label which 
cludes the impact or drop test. 


Operating features of the new 
bold insulated file include compl 
extendable and easily removable d 
ers for ready access to rear req 

. rubber cushioning stops 
eliminate the possibility of dra 
slam damage and noise. . . fr 
bearings for new operating ease 
years of trouble-free service. In 
dition, each compartment is fully 
sulated to provide added prote 
and each drawer has double bolt 
provide the extra holding power 
quired to withstand severe impac 
drop tests. Each unit is equipped 
a key lock that locks all drawer 
any combination of drawers. 

The Underwriters’ Laborato 
Class “C” Label signifies that the 
bold insulated file has passed safe+ 
tests for endurance (l-hour 
1700° F.) .. . explosion . . . and 


pact. These tests are the same as a ; 


en safes. 

Complete information will be 
upon receipt of letterhead requeg 
the company. 


$113,000,000 Program Plan 
by Peoples Gas and Subsidia 
PEOPLES Gas Light and Coke( 
pany, Chicago, Ill., and subsidi 
plan to make capital expendi 
totaling approximately $113,000 
during this year and 1955. Of 
$113,000,000, about $29,000,000 
be made this year and the remail 
in 1955. About $22,000,000 wil 
(Continued on page 32) 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Q-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 
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» 
Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 

a 
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| 

| 

| 
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| 

| 

\ 

| 
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and Construction Department. The Dravo 
Corporation was General Contractor. 








ha, 

Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 





NAME 


FIRM 
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spent by the parent company for en- 
larging, improving, and replacing por- 
tions of its gas distribution system in 
Chicago. 

The remaining $91,000,000 will be 
divided among several subsidiaries. 
The largest appropriation is $50,000,- 
000 with which Natural Gas Pipeline 
Company of America will extend its 
system to new sources of gas supply. 


Equitable Gas Has 

$7,000,000 Program 
THE Equitable Gas Company, Pitts- 
burgh, Pa., expects to spend about 
$7,000,000 for expansion this year, ac- 
cording to A. W. Conover, president. 
This will compare with $7,150,000 
spent in 1953. About $2,600,000 of 
the proposed expenditure would be 
used for drilling wells and connecting 
pipelines. 
Philadelphia Electric to Spend 
$378,000,000 in 6-Year Period 
PHILADELPHIA Electric Com- 


pany, Philadelphia, Pa. reports that 


to meet growing service requirements, 
it has been engaged in a continuing 
construction program since World 
War II, with $386,000,000 being spent 
for plant additions in the eight-year 
period from 1946 through 1953. Pres- 
ent estimates indicate that total plant 
additions to 1960 will reach three 
quarters of a billion dollars, as the re- 
sult of construction expenditures aver- 
aging approximately $1,000,000 a 
week over the period. 

Estimated construction expendi- 
tures for 1954-1959 total $378,000,000 
and are broken down as follows: Elec- 
tric plant, $306,000,000; Gas plant, 
$45,800,000; Steam heating plant, 
$10,200,000; and Common utility 
plant, $16,000,000. 


Kokomo Gas Plans to 
Increase Storage Facilities 
THE Kokomo Gas and Fuel Com- 
pany, Kokomo, Indiana, announced 
plans recently to expand its gas stor- 


age facilities by 12 million cubic feet. 
Edward M, Hahn, president, said 


the company is negotiating with 
natural gas supplier for an inerg 
of from 7 million to 25 million q 
feet of gas per day. Mr. Hahn 
the expansion program will give 
community additional _ proteg 
against gas shortages in cold wea 
and without increasing rates. 


Combustion Engineering Na 
Two Vice Presidents 


ARTHUR T. HUNTER and 
O. Pahmeyer have been elected 
presidents of Combustion Engin 
ing, Inc., according to an annow 
ment by Joseph V. Santry, chain 
of the board of directors. 

Mr. Hunter joined the compan 


office sales staff. Since 1949 he 
been at sales headquarters in 
York in an executive capacity. 
Mr. Pahmeyer has been ge 
manager of the company’s St. 
manufacturing division since 1927; 
vice president he will continue 
manager of the St. Louis divisiog 





This advertisement is not an offer to sell or a solicitation of an offer to buy these securities, 


New Issue 


Dated July 1, 1954 


The offering is made only by the Prospectus. 


$10,000,000 
Gulf Power Company 


First Mortgage Bonds, 314% Series Due 1984 





Due July 1, 1984 


Price 102.625% and accrued interest 





Copies of the Prospectus may be obtuined from such of the undersigned 
and others as are qualified to act as dealers in securities in this State. 


Union Securities Corporation 


A. G. Becker & Co. 


Incorporated 


Hirsch & Co. 
Hayden, Miller & Co. 


Johnston, Lemon & Co. 


Dick & Merle-Smith 


Equitable Securities Corporation 


William Blair & Company 


Auchincloss, Parker & Redpath 


The Robinson-Humphrey Company, Inc. 


DeHaven & Townsend, Crouter & Bodine 


June 23, 1954 
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A 7,000,000 
Success Stor 


Achievements of Newport News personnel in 
designing and building water power equipment 
during the past thirty years reflect a high integra- 
tion of skill and production facilities. 


Answering demands for hydraulic turbines rated 
as high as 165,000 horsepower and as low as 
500 horsepower, this trained organization has 
successfully filled contracts with an aggregate 


NEWPORT NEW 





Interior view of spiral casing at Norris Dam 
rated output in excess of 7,000,000 horsepower. 


Other essential equipment including penstocks, 
spiral casings, valves, pumps, gates and rack rakes 
are also designed and built by Newport News. 


An illustrated copy of our booklet entitled, 
“WATER POWER EQUIPMENT,” will be sent 
to you upon request. 


SHIPBUILDING AND 
DRY DOCK COMPANY 


Newport News, Virginia 


















The First Book of Its Kind... 


PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 









The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of 

preparation have been given attention. “Preparing for the Utility Rate 
Case” is a compilation of experiences taken from the records of 
actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 

of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 


cooperation of selected experts, to complete this treatise. 


The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com- 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 



















Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 





®& simplifying and speeding up rate case 
groundwor ; 


® saving time and expense of companies, 
commissions and other parties 


© cutting down “lag losses” 


® aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 
—all of which are in the public interest. 
The volume does not offer a program of standardized 


procedures for rate case preparation, but reviews the plain 
and practical methods that have been used. 


These chapter headings indicate the coverage: 





The Birth of the Utility Rate Case Completing the Rate Base; 

Public Relations and the Rate Case Working Capital 

The Birth of Utility Company Rate Opposition Operating Expenses 

The Grand Strategy of the Rate Case Operating Expenses, Continued— 
Selection and Function of the Attorney Annual Depreciation 

The Mechanics of Rate Case Preparation The Rate of Return 

Proof of the Rate Base Rate Adjustments—Allocations 


The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 


®& The edition is limited, so be sure to order your copy today. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue AMERICAN APPRAISAL Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates s 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 











BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


ford, Bacon & Davis 


VALUATIONS JP GHNG: CONSTRUCTION 
RATE CASES 


REPORTS 














NEW YORK @ CHICAGO e LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) 











FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 





FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 


88 CHESTNUT STREET, RIDGEWOOD, N. J. 








GIBBS & HILL rwno. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK —LOS ANGELES 
INDIANAPOLIS —SAN ANTONIO 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 
READING, PA. 


GA GILBERT ASSOCIATES, INC. 


© WASHINGTON © ROME 
FOUNDED 1906 © PHILADELPHIA @ MANILA 
© NEW YORK @ MEDELLIN 








55 Liberty Street New York 5, N. Y. 


W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC —- GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street o@ CHICAGO € Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














134 So. LaSalle Street Chicago 3, Illinois 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 














GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West Sth Ave., Columbus (12) Ohio 
Telephone Kingswood 0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortnicHtLy—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384. HOLLY AVENUE e COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 
N ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS ~ DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Soe huljian loyoralion 


i 
Pomeco tT NEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


ons Utility Management Consultants Specializing in REGULATORY 
A: 
aaa COST ANALYSIS mau 


for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management"’ 











N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 








RATES TAXES 


SAFETY MIDDLE WEST ‘finance 
PENSIONS E 
BUDGETING SERVICE ADVERTISING 


PERSONNEL co ACCOUNTING 
ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 








Pioneer Service &Engineoring Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 








23) SOUTH LA SALLE STREET 
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PROFESSIONAL DIRECTORY (continued) 





es Complete Services for Gas 
Ly > and Electric Utilities * Designing 
IF. Pritchard & co. “tnsineering Construction 
Se « Alterations * Expansions 
SET PSINEERS © CONSTRUCTORS ¢ Modernization ¢ Surveys ¢ Plans 
¢ Piping ¢ Equipment ¢ Steam 
or Diesel Power Plants 


Dept. 415, 210 W. 10th St., Kansas City 5, Mo. 





THE RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
, Offices in Principle U.S. and Canadian Cities 
im Power Plant Design and Construction 
-} Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 


-|}]}-} a 
ved bed 














SANDERSON & PORTER 
ENGINEERS & 
AND 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicage 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 


REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 


BALTIMORE 2, MARYLAND 





1304 ST. PAUL STREET 


Mention the FortNIGHTLY—I¢t identifies your inquiry 
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ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Sewage and industrial Wastes 
Alrfields, Refuse incinerators, Dams 
Power Plan lood Contre! 
industrial Bullidings 
City Planning. R Appraisals 


121 SOUTH BROAD ST. 


and Rates 





PHILADELPHIA 7 





LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—BATES 


19 East Adams Street Chicago 8, Hlinois 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utils Ta 
Original oct Bt Cost Stud _ 
910 Electric Building me Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaiz St., Cricaco 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS ano SERVICE CO. 








LUTZ & MAY 


Consulting Hngineera 
EAM, GAS & DIESEL POWER STATIONS 
iC SYST: 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Reserte._A 
TOperte 


Original Cost and Depresiation Studies 
Rate Analysee—ineuranee Surveys 











A. S. SCHULMAN ELEctTric Co. 


Electrical Contracting Eaglaeers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


Cricaco Los ANCELES 











FRANCIS S. HABERLY 


CONSULTING BNGINEER 


Valuations — Depreciation 
levestigations and Reports 


122 SoutH MicwicaN AveNnus, CHIcAgo 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











JACKSON & MORELAND 


Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey wy 
Washington 4, D. C. 
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The Model 240 


DIGS 20°- 36° WIDE, DOWN TO 63° DEEP 


@ This powerful new trencher possesses all the famous 
time- proved CLEVELAND advantages— plus valuable 
new features that make it the finest trencher of its size 
and capacity ever built. 


It is built to deliver —zs now delivering — outstanding 
digging performance... 


For Trench Work of Every Kind 
PIPELINES ° UTILITIES * DRAINAGE ¢ IRRIGATION, ETC. 


Ask Your Local Distributor for Bulletin $-119, or Write: 


ZINN THE CLEVELAND TRENCHER CO. « 20100 ST. CLAIR AVENUE e CLEVELAND 17, OHIO 
y ed ~ @ ° ° ’ 


CLEVELAND 





Trip saver... 
Time saver... 


An INTERNATIONAL Truck with Service- Utility 
body is one of the best ways ever figured out for 
reducing job installation and service call costs. 


Take a look at the truck, first of all. It is built 
with the stamina that has made INTERNATIONALS 
famous for extra long life, extra-low maintenance. 
It has an INTERNATIONAL-built Silver Diamond en- 
gine—an all-truck engine of modern, low friction 
valve-in-head design, with every feature for utmost 
operating economy. It gives you a roomy, driver- 
designed Comfo-Vision cab—easy riding and han- 
dling—time-saving maneuverability —round-the- 
clock dependability. 


Nine models with Service-Utility bodies. 77-inch body lengths for 
115-inch wheelbase models, 89 and 96-inch lengths for 127 and !34- 
inch wheelbase models respectively. GVW ratings, 4,200 to 8,600 Ibs. 


Now look at the Service-Utility body. It is de- 
signed to save you trips and time. It has locking, 
all-steel compartments of various sizes that let you 
take all needed parts, tools, and equipment to the 
job on the first call. No more job-to-shop trips for 
forgotten items! No more wasted labor time! And 
it’s available with pipe supports, vise bracket, and 
ladder rack to give you complete equipment for all 
kinds of work. 


Let your INTERNATIONAL Dealer or Branch show 
you why this extra-efficient workshop truck is yc ur 
all-around best bet for saving trips, time, aad 
money. Time payments arranged, of course. 


INTERNATIONAL HARVESTER COMPANY ¢ CHICAGO 


International Harvester Builds McCormick® Farm Equipment and FARMALL® Tractors...Motor Trucks...Industrial Power...Refrigerators ai d Fr 


Better roads mean a better Amé 


INTERNATIONAL TRUCKS 


“Standard of the Highwo; 





